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SUSPENSION OF FREE STERLING 
CONVERTIBILITY 


Only five weeks after the Anglo- 
American financial arrangement went 
invo force which permitted sterling to 
be exchanged into dollars the British 
Government was compelled to suspend 
the free transfer of sterling. When the 
announcement was made on August 20 
the world was well prepared for that 
event as much publicity was given 
during the preceding three weeks that 
the terms of the Anglo-American Loan 
Agreement of 1945 coud not be car- 
vied out in fact. However, during the 
latter part of June and the weeks im- 
mediately preceding July 15, most of 
the well informed and authoritative 
British and American financial journals, 
preminent bankers and economists all 
appeared to be in agreement that, to 
speak with the July bulletin of the 
National City Bank of New York, “the 
facts warrant the encouraging con- 
clusion that the July 15 date, about 
which there has been a good deal of 
apprehension, is likely to pass with- 
out dramatic developments and with- 
out serious strain on sterling.’ The 
dramatic announcement of the British 
Government of August 20 did not 
bear out this promiment American 
bank’s predictions mor were other 
prophets on both sides of the Atlantic 
emerging from the ordeal of economic 
facts with any laurels. 


There were of course some Cassan- 
dras imploring Britain not to fulfil the 
terms of the Loan Agreement and con- 
juring up catastrophic consequences 
from sterling convertibility; but such 
voices were mostly credited to Mos- 
cow. 


The suspension of sterling converti- 
bility came quite natural though un- 
expected. The American active trade 
balance is so <normous that the world 
cannot continue doing business with 
the Unitec States except on a new 
and state controlled basis, The export 
surplus of the U.S. for the first four 
months of this year amounted to $2,971 
raillion (total exports $4,894, total im- 


ports $1,923) which should  approxi- 
mate a surplus of $9 billion for 1947. 
The average export surplus of the 
U.S. in the years 1936/38 was only $470 
million. Certainly there is a dollar 
famine and shortly there will be noth- 
ing left with which to buy American 
goods. It is in the self-interest of a 
smoothly operating American economy 
with all its political and social im- 
plications to keep the workshops run- 
ning, the labourers employed and the 
“msidious” propaganda out. Thersfore 
the ‘Truman doctrine, the Marshall plan 
and the speeches of prominent mem- 
kers of the government, the Congress 
and haute finance which all ‘centre 
around the problem of either exteni- 
ing “help” to one or several foreign, 
countries or to launch a really big and 
durable peace-time lend-lease. Such 
“help” would stave off the domestic 
crisis which igs America’s scare and 
nightmare, 


The suspension of sterling converti- 
bility with all its consequences is Just 
as much America’s headache as it is 
Britain’s challenge to integrate her 
economy with Europe and the Common- 
wealth. Developments have been very 
fast during the last few weeks and 
there is no turning back for the Bri- 
tain of today. 


A new pattern of international trad- 
ing and balancing of payments is 
shaping. It is Britain’s opportunity, 
after al] obligations arising from the 
questionable Loan Agreement have 
been got rid of and the segregation of 
the so-called sterling balances has 
been achieved. to start with vigour 
and scientific planning on a new 
scheme of international commerce. 


No one can say that Britain did not 
try and try hard to live up to the 
terms of the Anglo-American Loan 
Agreement but the mounting American 
exporis, «exceeding now $1.2 billion per 
month, the run on sterling which 
started towards the end of July, the 
completely unexpected drain on Bri- 
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tain’s dollar resources due to neavy 
transfer demands (not all arising from 
current transactions) and the con. 
tinued unbalance of Britain's visible 
and invisible foreign trade, could not 
but hasten the end of free converti- 
bility. A few simple figures show the 
position into which Britain found her- 
self being forced. During the twelve 
months up to June she spent $1,540,- 
000,000 in the U.S, and earned there 
$340.000.000 thus having a deficit of 
$1,260,000,000, But she drew on the loan 
for $2,050,000,000. By taking inevitable 
action now instead of later she has 
minimised the impact on other coun- 
tries. The purchasing value of sterl- 
ing as an acceptable medium all over 
the world is maintained and it remains 
transferable into all currencies ex- 
cept American dollars. 


British exports have been develop- 
ing well but imports are rising even 
faster. During the second quarter‘ -of 
1947 imports totalled £458. million, the 
highest figure since the war, while ex- 
ports aggregated £265 million. At this 
rate there would result a ~onthly de- 
ficit in trade of about £63/4 million. 
The heavy military commitments un- 
dertaken bv Britain in Europe and 
overseas and other items of invisible 
expenditure have strained resources of 
the British people and resulted in a 
very passive international balance of 
payments, 


Put the foundation of British econo- 
mic strength is sound. and the achieve- 
ments in reconstruction and ~aterial 
progress in every respect in 1946 and 
in this year are inspiring. The Loydon 
Economist has made it clear that, con- 
trary to popular misconception, the 
high degree of. British productivity and 
the improved all-round standard of liv- 
ing which is enjoyed by the mass is 
not equalled anywhere except in the 
U.S. “It is certainly not true,” writes 
the Economist, ‘that the aggregaté out- 
put of all goods and services is low. 
On the contrary, it is very high, judged 
by any of the available tests. The ¢<sti- 
mates of nationa] income, when adjust- 
ed by any reasonable allowances for the 
change in prices, show a higher evel 
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REACTIONS TO STERLING 
CONVERTIBILITY SUSPENSION 


The public actually expected that 
the U.S. Govt. would eventually sup- 
port £ by purchasing at the Official 
rate any amount which was offered as 
soon as the remainder of the Ameri- 
can Loan was ‘exhausted; therefore 
the Aug. 20 announcement in London 
which suspended with immediate effect 
the convertibility of £ into US$-came 
as a surprise and a shock to the ma- 
jority. 


than in 1938. All the familiar indica- 
tions of general business activity give 
the same result. Steel production, the 
vojume of traffic on the railways, the 
consumption of gas and electricity—all 
of these are above, and some of them 
well above, their prewar levels, Even 
the consumption of coa] in this coun- 
try—as distinct from its production—: 
is no lower than it was before the war. 
There is really very little room for 
doubt that the aggregate output of the 
British community today is from 10 to 
20 per cent higher in volume than it 
was in 1938, 

But consider for a moment the bur- 
Gens that the British community is laving 
upon its productive output. The follow- 
ingis not even a complete list of the pro- 
gcammes and policies that have been 
set on fcot by the unanimous agree- 
ment of the whole British people: 

The further increase of a standard 
of consumption which, in the aggre- 
gate and on the average, was, in 1946, 
already as high as in 1938. 


In particular, the maintenance of a 
standard of nutrition which—whatever 
it may be for the average of the whole 
people—is definitely higher than pre- 
vailed before the war for fully half 
the people. In the face of a world 
shortage of food, hish consumption is 
encouraged by subsidies. 

Creation of a national health ser- 
vice and the extension of the national 
educational system. 

A considerable extension 
insurance, 

The creation and full employment of 
a building industry larger than ever 
before. 

Repair of war damage and overtak- 
ing of wartime arrears of maintenance. 

Re-equipment of several major indus- 
tries, 

An export programme of 175 _ per 
cent of the pre-war volume. 

Servicing of a vast war debt. 


of social 


A. farge colonial development and 
welfare programme. 
Maintenance of peace-time armed 


forces at least twice as large ag ever 
before. 

Acceptance of responsibility for a 
large slice of Germany. Is it any won- 
der that the national output, large 
though it is, is too small for the tasks 
that have been set it? Is it any won- 
der that, even with the output index 
at 116 or 120 per cent of what it was 
in 1938, there is universal evidence of 
shortage?”’ 


The local unofficial exchange mar- 
ket was at first stunned and reactions 
were varied: finally the general im- 
pression prevailed that the cross 
rate in New York’s free market was 
bound to remain weak for some time 
to come until a level was reached at 
which free sterling would temporarily 
be stabilised. Such level was b¢lieved 
to be at best US$3 but more probably 
ten to twenty cents below. Upon such 
estimations a number of speculators, 
brokers and nervous investors were 
acting. who switched from other mar- 
kets over to the purchase of American 
bank notes (to be kept here as a 
hedge against further possible sterling 
depreciation on the free exchange 
markets) or opened new accounts in 
the U.S.. a development which brought 
the T.T. rate up to HK$555 (on 
Aug. 26/27) while bank notes changed 
hands at peak prices of 540/550. 


The reaction on the New York free 
market is here anxiously observed but 
quotations arrive irregularly and are 
mostly unreliable. Only a few local cor- 
respondents of such firms or individuals 
in New York who are in the free ex- 
change business know, if apprised by 
their friends in America, and are thus 
able to engage in forward transactions 
in the local T.T. New York black 
market. It appears that the lowest 
transactions in New York were done 
(up to and including Aug. 27) at US$ 
2.85/2.90 in resident or transferable 
sterling, while pound notes sold during 
the first few days of the current week 


between US$2.70/2.75. The security 
sterling quotation (for British war 
bonds and other securities) moved 
around $2.40/2.45, 

Against these unconfirmed New 


York prices the local market showed 
more strength; the lowest local £/US$ 
cross rate was US$2.88 but the cur- 
rent week opened at about $3, receded 
to $2.95 and on Aug. 27 reached about 
$2.90 for £ at which level there seems 
to emerge resistance on the part of 
buyers. It is not unlikely that around 
the level of HK$540, or an approx. 
cross rate of US$295, the local black 
market rate for T.T, New York may 
rest for a time. 


Before the British financial crisis 
which culminated on Aug. 20 in the 
suspensicn cf £ ‘convertibility into US$ 
the local average T.T. New York price 
was around HK$520 (cross rate US$- 
3.08); during the ensuing seven days 
the rate advanced about 6 percent. To 
speak of a panic which gripped local 
speculators is quite illogical since a 6 
percent advance, althoush an  un- 
favourable development from a local 
economic viewpoint, may at best be 
termed slight nervousness. Before July 
15, the average T.T. rates were 
around HK$510 (US$3.14) while 
shortly after the introduction of free 
convertibility the local T.T. rates were 
only around HK$500/505 (US$3.20). 
It is necessary to look at things with 
a little perspective and thus to refuse 
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to be stampeded into speculative in- 
vestments or shortselling of HK$. 


The local gold market during the 
first three days of the current week 
was reacting in tune with the US$ 
unofficial exchange rates; a record 
price for 1947 was registered with one 
tael fetching over $383 which price 
equals about US$57/58 per oz (at the 
current high T.T. New York price). 
The local advance in gold quotations 
was, however, more stimulated by the 
firm gold prices in China, €specially 
Shanghai where from 5 to 7 percent 
more has been paid. 


The Shanghai black market transacts 
hardly any sterling business but a 
cross rate is generally established by 
a few brokers if only for theoretical 
purposes. While the cross rate on the 
legal open exchange market of China 
remains during the first part of the 
current week at US$3.10 the black 
marketeers quote only between $2.80/ 
2.90. Dealings on this market were 
never distinguished by strict adher- 
ence to the rate of the day and irre- 
gular practices indulged in by a re- 
jatively large‘ number of coffeehouse- 
and street curb brokers were always 
the curse of this iVicit exchange, The 
US bank note market in Shanghai is 
very much larger than Hongkong’s 
(with transactions on the av-rase ex- 
ceeding the local one’s about ten times) 
but the T.T. New York market here 
is negotiating consiserably more _ busi- 
ness than Shanghai’s black exchange 
market. Thus while it is easy to satisfy 
immediate demands in Shanshai of 
several lakhs of US$ in notes the local 
market often cannot even accommodate 
a prospective buyer with US&20.000 
and a few native banks have first to 
get together and sometimes a day is 
even lost. 


The local unofficial US$ rates are 
now so high as to make import busi- 
ness from the U.S. a very thorny pro- 
position. At the current hich rate for 
bank notes an importer, desiring to 
oven an L/C with a local bank, will 
have to calculate with about HK$6 per 
US$ (110 percent of the import value 
have to be deposited with the banks 
either in notes or drafts), Those who 
ean finance their imports themselves 
and thus buy in the T.T, market are 
better off. The verv small difference 
between T.T. and notes (about 2 per- 
cent) has been brought about by heavy 
US notes buying on the part of shop 
assistants. chauffeurs, barbers, amahs 
and the like. 


The fantastic ¢xport surplus of the 
U.S. is of course bound to boost US$ 
exchange rates on international free 
and black markets but there is a limit 
for everything. Imports from America 
may prove unsaleable if the vrice is 
not kept within bounds. Furthermore 
it will be the special task of the US. 
Govt. to devise ways and meaus—by 
loans or lend-lease or any other as 
yet unrevealed “world and U.S. saving 
plan”—by which foreign countries may 
be enabled to buy or otherwise re- 
ceive the goods from the great Ameri- 
can cornucopia. 
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THE END OF THE FACT-FINDING 
MISSION OF GEN. WEDEMEYER 


After four weeks of elaborate 
finding in various parts of China — 
éral Wedemeyer and his large party 
of experts have left Shanghai for Japan 
and the General issued a statement 
on Aug. 24 which is reproduced below. 
Contrary to quite general belief here 
and abroad that the fact-finding mission 
dispatched by President Truman was 
intended to be a smoke screen for a 
predetermined policy by Washineton 
which aimed, by bolstering the Nan- 
king Government to contain Soviet 
influence in the Far East, the state- 
ment made public by Gen. Wedemeyer 
appears to dispel such notions. 


The recommendations to be made 
by Gen, Wedemeyer to the President 
of the U.S, will probably conform to 
the general tone of the views express. 
ed in his public statement. The im- 
mediate consequence will be the con- 
tinuation of a state of indecision on the 
part of the U.S. Government with re- 
gard to its China problem. The facts 
are much more serious than the Gen- 
eral described or indicated in his state- 
ment and it is these facts which may 
lead to a reconsideration of the blue- 
prints which Washington obviously 
held in preparation. 


The failure of the mission of Gen- 
eral Marshall, which was well ex- 
pressed by him in his concluding state- 
ment to the public on the position in 
Chirs %< he found it before he left 
for Washington last January, is still 
fresh in the minds of observers of the 
Far Eastern world. That nothing has 
changed for the better during the course 
of this year—in fact there has been 
distinct deterioration especially as re- 
gards the spread and intensity of civil 


There is a good indication for a 
sober evaluation of the present sterling 
crisis: the Bombay gold and_ silver 
market, Since the rupee is linked to 
sterling there should have _ resulted 
since August 20 some appreciation of 
gold and silver but actually prices re- 
mained stable. The following figures 
speak for themselves (prices in rupees 
and annas per one tola for gold ‘and 
per 100. tolas for silver): June 23: gold 
115.4, silver 174-8;—July 15: gold 
111-12; silver 169-4;—Aug. 7: gold 
109-7; silver 176;- Aug. 23: gold 112-2; 
silver 174-12; Aug. 26: gold 111.2; silver 
174-8, 


It appears that the bullion brokers 
and bankers of Bombay. probably the 
mosf ex-erienced and astute operators 
in the financial world, were unr vffied 
and calculated with their usual saga- 
city that the position of sterline now, 
after the suspension of convertibility, 
the successful segregation and “refri- 
geration” of the old sterling balances 
and the run on sterling during the last 
three weeks, is basically stronger than 
on and before July 15. Consequently 
they saw no purpose in raising gold 
‘and silver prices. 


warwith all its attendant consequences 
—has been easily discovered by Gen, 
Wedemeyer and his party. There is no 
public support for the Nanking Gov- 
ernment, the leadership is inadequate 
and, to put it so very diplomatic with 
regard to the Generalissimo’s position, 
lacks in inspiration, a very large num- 
ber of officials are incompetent, greedy, 
the military is growing into a menace 
for the population, the whole moral 
basis is rotten, and there are only pro- 
mises offered which never materialise. 
Far Eastern residents know that all 
but the world public as far as it takes 
any interest in Chinese affairs 1s quite 
ignorant of the realities of Chinese 
political, social and economic life. The 
Wedemeyer statement despite its diplo- 
matic phrasing will, however, contri- 
bute to a clearer understanding of the 
current dilemma which America faces 
in China as it is obviously the mission 
of the American people to fill the 
“vecuum” in the Far East which the 
defeat of Japan has thrust on them. 

Following is Gen. Wedemeyer’s state- 


nmvent of Aug. 24:— 


“As promised in my initial Press 
release, an enquiry into the economic, 
political, military and social conditions 
has been undertaken without commit- 
ment or prejudgment. All members of 
the mission have striven for objec- 
tivity and impartiality. To that end, 
we have travelled widely to escape the 
infiuences peculiar te gry one area, 
visiting Mukden and Fushan in Man- 
churia, Peiping, Tientsin, Tsingtao and 
Tsinan in North China, Nanking, 
Shanghai and Hankow in Central 
China, Canton and also the island of 
Formosa. 


“Successful efforts were made to 
reach all classes and categories of peo- 
ple as measured by the economic posi- 
tion, intellectual attainment and diver- 
gen? politica] viewpoints. Foreign bust- 
ness men and officials have been inter- 
viewed. We have seen officials of the 
National and local Governments and 
members of various political organisa- 
tions, many of whon were frankly criti- 
cal of the Government. 


“We have received approximately 
2.000 letters, a small proportion of 
which was anonymous. These letters 
contained many suggestions which we 
pane been able to follow advantageous- 
om 


“Varied as were the views, there 
has been one point on which all hearts 
and minds in China unite. Throughout 
strife-torn China, there is a passion- 
ate longing for peace, an early peace, 
and a lasting peace. 


“IT wish the means of attaining it 
were as easily discernible.” 
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“In China today, I find apathy and 
lethargy in many quarters. Instead of 
seeking solutions to the problems pre- 
sented, considerable time and effort are 
spent in blaming outside influences or 
seeking outside assistance, 


“Tt ig discouraging to note the ab- 
ject defeatism of many Chinese who 
are competent and normally patriotic 
and who should be full of hope and 
determination, 


“Weakened and disrupted by the 
long years of war and revolution, China 
still possesses the physical ‘resources 
needed for her own rehabilitation. Her 
recovery awaits an inspirational leader- 
ship and a moral and spiritual resur- 
gence which can come only fronv with- 
in China, 


“While I am fully aware of the in- 
terests and problems of particular in- 
dividuals or groups within the country, 
I am profoundly concerned with the 
welfare of the Chinese people as a 
uhole. 


“Ti is my conviction that if the Chin- 
ese Communists are truly patriotic and 
interested primarily in the well-being 
of thei country, they will stop volun- 
tarily the employment of force in their 
efforts to impose their ideologies. 


“If they are sincere in their desire 
to help the Chinese people, they can 
do so better by peaceful means in lieu 
of violence and destruction which have 
merked these last tragic months. 


“Equally important, the existing 
Central Government can win and re- 
tain the undivided and _ enthusiastic 
support of the bulk of the Chinese peo- 
ple by removing incompetent and cor- 


rupt officials who now. occupy many 
positions of responsibility, not only in 
the National organisation, but more so 
in the provincial and municipal struc- 
tures. 


“There are honourable officials who 
show high efficiency and devotion to 
duty and who strive to live within 
their ridiculously low salaries and such 
legitimate private means as _ they 
possess, just as there. are conscientious 
businessmen who live up to a high code 
of commercial ethics. But no one will 
misunderstand my emphasis upon. the 
large number whose conduct is n-tori- 
ouslu marked by greed or inco:nvetence 
or both. 


“To regain and maintain the con- 
fidence of the people, the Central Gov- 
ernment will have to nut into effect 
immediately drastic and far-reaching 
political and economic reforms. 


will no longer suffice. 
Performance is absolutely necessary 
It should be accepted that military 
force in itself will not eliminate Com- 
munism,” 


“Promises 
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ESTABLISHMENT OF AN OPEN 
EXCHANGE MARKET IN CHINA 


OFFICIAL RECOGNITION OF CN$ DEVALUA- 
TION—REORGANISATION OF FOREIGN 
TRADE CONTROLS 


The Central Bank of China an- 
nounced on August 18 “Revised Tem- 
perary Regulations with regard to 
Foreign Exchange Transactions” which 
legalise an open exchange market ‘n 
China. The official fixed exchange rate 
(CN$i2,000 for U$S1) remains in force 
for the purpose of buying cotton, rice. 
wheat & flour, coke and coal. and 
fertilisers which remain government 
controlled imports. The open exchange 
market rate wili be announced every 
morning by the newly formed Foreign 
Exchange Equalisation Fund Commit- 
tee (FEEFC); at present the US rate 
is around CN$39,000. Foreign e€x- 
change transactions other than con- 
nected with approved imports and ex- 
ports as well as licensed outward and 
all inward remittances are prohibited 


and will have to stek cover at the 
black exchange market. Dealings in 
and circulation of foreign currencies 


and gold continue to be outlawed. 


Foreign «xchange will be bought and 
sold by banks approved by the Cen- 
tral Bank of China. The rates are es- 
tablished by the FEEFC in consultation 
with tour banks (Hongkong & Shang- 
hai Banking Corp.. National City Bank 
of New York, Bank of Ch'na and Bank 
of Communications) who  représent 
the appointed banks. Chairman of. the 
FEEFC is Mr. K. P. Chen, assisted by 
Messrs. P. Y, Yuan, Vice-Minister of 
Finance, and Mr, J. Hsu, Central Bans 


of China. 


The forsign trade of 
China has been reorganised by the 
creation of the Export Import Board of 
which Mr. Chang Kia-ngao, Governor 
of Central Bank of China, is the chaiy- 
man with Messrs. Li Ming (Chekiang 
Industrial Bank) and Lj Kan as vice- 
chairmen. Members of the Board are: 
Messrs. O. K. Yui (Minister of Fin- 
ance), C. T. Chen (Minister of Econo- 
mic Affairs), Wong Wen-hao (Chair- 
man, National Resources Commission) , 
Hsu Pai-yuan (Vice-Minister of Fin- 
ance). Hsu Chiching (Chairman, Shang- 
hai Chinese Chamber of Commerce), 
Miao Chia-ming and Shen Hsi-jui. 


contro] of 


Optimistic Appraisal 


The establishment of a legal open 
market for foreign exchange is a mea- 
sure genersJly welcomed by Chinese 
and Furonean merchants, manufac- 
turers and hankers; it wil’ lead to an 
increase of exports, a return to pre- 
war conditions in oversea Chinese re- 
mittance “usiness with Chinese Govt. 
banks receiving the bulk of Chinese 
family drafts. more confidence in the 


Chinese dollar and a tendency to 
slow down the tempo of CN$ depre- 
ciation, 


Import business will not be affected 
as it remains controlled by the Ex- 


port Import Board. The gap in China’s 
adverse trade baiance may be narrow- 
ed down and China’s international 
balance of payment can be expected 
fo show a reduced deficit at the end 
of the current year. 


The Chinese Govt has embarked on 
a policy of active trade promotion with 
its decision to abandon virtually the 
fixed exchange rate and to adjust the 
country’s toreign exchange position 
from day to day. Th: operation of the 
Foreien Exchange Equalisation Fund 
Committee and the activities on the 
black exchange markets with regard 
to the psriodic revisions of the open 
market rate wi'l have to be watched 
in order to arrive later at a clearer 
appraisal of the position. 


Official, Open and Black Market 
Quotations 
The official rates of exchange re- 


main as follow: T.T. New York CN$- 
11,900 buyine, CN§&12,000 selling. T.T. 
London $40.000 buyine, $48,000 selling 
T.T. Hongkong CN$3,000 b., $3,800 s. 


August 27 


The open market rates were first 
announced on Aug. 18 and subsequent- 
ly «very morning, The first rates were: 
CN§$ 39,500 s./38.500 b. for US$; CN$ 
126.800 s./122,800 b. for £; CN$ 7,950 s. 
/7,650 b. tor HK$. On August 21 the 
US rate was reduced to CN$ 39,000 s.. 
33.000 b. and remained so till the end 
of the week, Sterling was changed al- 
most daily until it reached at the end 
of the week CN$122,000 s., 118,000 b. 
Hongkong dol'ar exchange rate was 
also reduced to CN$7,650 s., 7,350 b. 
at the close. 


The black exchange market in 
Shanvhai at first quoted CN$44,000 for 
cne US$, but during the week prices 
dropped to around 40,000. 


The appointed banks quoted forward 
rates only to three months. These 
rates differ per month by not more 
than 5%. Appointed banks are allow- 
ed a margin of 500 points either way 
in US$, and 2,000 points in case of 


£. 


Uhe New York free exchange mar. 
ket quoted at the beginning of last week 
one million CN$ at US$26% later ad- 
vanced the rate to US$27%. 


Canton started the quotation of open 
market rates only as from Aug. 25, 
with US$ at CN$36,300 s.. 35,700 b.; £ 
at CN$114,400 s., 114,000 b.; HK$ at 
CN$7,1C0 s., 6,950 b. 


REVISED TEMPORARY REGULATIONS WITH 
REGARD TO FOREIGN EXCHANGE 
TRANSACTIONS 


The former “Temporary Regula- 
tions’ have been cancelled with 
effect from August 16, 1947 on which 
day the new “Revised Temporary Re- 
gulations with regard to foreign ex- 
change transactions” came _ into 
force. The text of the former regu- 
lations was published in our issue of 
March 5 


Following is the text of the new 
foreign exchange regulations: — 


{. FUNCTIONS OF THE CENTRAL 
BANK 


1. The National Government, with 
a view to stabilizing the currency, 
promoting economic recovery and 
implementing the International 
Monetary Fund Agreement, hereby 
temporarily authorizes and directs 
the Central Bank of China to exer- 
cise the following special functions 
with regard to foreign exchange 
transactions :— 


a. To establish a Foreign Ex- 
change KEcualization Fund Com- 
mittee to coordinate the supply and 
demand of foreign exchange. 

b. To designate certain banks as 


Appointed Banks to act on behalf 
of the Central Bank of China to 
eee in foreign exchange transac- 
ions. 


(ue To~ license persons to act as 
Brokers in Foreign Exchange to en- 
gage in foreign exchange brokerage 
transactions. 


d. To issue and execute the neces- 
sary regulations governing the Ap- 
pointed Banks and the Brokers in 
Foreign Exchange. 


e. To control dealings in foreign 
currency securities. 


t. To regulate in accordance with 
the policy of the Government mat- 
ters pertaining to the use and dis- 
posal of blocked property and pro- 
pore interest abroad of persons in 

nina. 


Ii. APPOINTED 
BROKERS 


2. The Central Bank of China 
Shall select from among the banks 
Guly registered with the Ministry of 
Finance, those which have a satis- 
factory record in foreign exchange 
cealings and are capable of acting 
within regulations, and shall appoint 
them to act as agents of the Central 
eae of oe eo operating in for- 
C exchange ransactions. Such 
sanks shall be known as “Appointed 
Banks” and shall be granted the 
necessary license. 


BANKS AND 


3. The Central Bank of 

shall select certain qualified Aen 
in foreign exchange who have a 
satisfactory record and are capable 
ot acting within regulatiosn and de- 
signate them as “Brokers in Foreign 
Exchange.” The said Brokers shali 
be granted the necessary license. 
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4. Only Appointed Banks may un- 
dertake_ foreign exchange transac- 
tions. Brokers in Foreign Exchange 
ray only act within the scope of 
their licenses in introducing their 
clients to the Appointed Banks for 
foreign exchange transactons. 

5. Regulations covering other pro- 
visions governing the Appointed 
Ranks and Brokers in Foreign Ex- 
change shall be issued separately. 


HiIl, EXCHANGE TRANSACTIONS 


6. The Central Bank of China 
may only buy and sell foreign ex- 
change at the official rate for y:r- 
poses authorized by the National 
Government. 

7. The Foreign Exchange Equaliza- 
tion Fund Committee may adjust 
the open market rate of foreign ex- 
change to meet market conditions 
_8 Appointed Banks may bay for- 
eign exchange at the open imurket 
rate arising from the fouowine 
transactions. 

a. Exports or re-exports from 
China. An Appointed Bank, having 
bought or contracted to buy ex- 
change arising therefrom,* shall cer- 
tify on a_statemen: prepared by the 
exporter a time of shipment in a 
form prescribed by the Centrai Bank 
of China that it has bought or can- 
tracted to buy the relative exchange: 
Provided however that such certi- 
fieate shall not be required in the 
case of a shipment valued at less 
than US$25—or equivalent value 
and not for commercial purpcses. 


b. Remittances from abroad to 
China. 
c. Foreign exchange sold for ex- 


penditure in China. 

ad. Other foreign exchange. 

§$ Appointed Banks may sell for- 
eign exchange at the open market 
rate to the public only for the fol- 
lowing purposes: 

a. To pay the cost in accordance 
with these regulations and rulings is- 
sued thereunder of imports approved 
by the Export Import Board other 


than those prescribed in Article 6 
above. 
b. For legitimate personal  re- 


quirements in accordance with these 
regulations and rulings issued there- 
under. 

c. For other leigimate purposes 
authorized by the Executive Yuan. 

10. The Appointed Banks shall settle 
their position in foreign exchange 
daily with the Fereign Exchange 
EKauualization Fund Committee. 

11. No person may buy foreign ex- 
change from-.Appainted Banks ior 
transactions prescribed in Article 9 
without the necessary documentary 
authorization. 

16. No bank shall make any loan 
in Chinese Nationa: currency on the 
security of foreign exchange, unless 
authorized by the Central Bank of 
China. 

17. No Appointed Banks vor licen- 
sed brokers may deal in foreign cur- 


rency securities unless specifically 
authorizec by the Central Bank of 
hina. 


18. Appointed Banks may not en- 
gage in foreign exchange  transac- 
tions for or in connection with ex- 
port cf Capital from China or specu- 
lative or arbitrary purposes whether 
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the 
prior to 


for their own account or for 
public. Appointed Banks 
making a transfer of foreign  ex- 
change shall exercise reasonable 
diligence to satisfy themselves that 
the ‘transaction is bonafide and in 
accordance with these regulations. 

19. When an Appointed Bank has 
contracted to sell foreign exchange 
and the transaction giving rise there- 
to is canceled in whole or in part, 
the purchaser shall be required to 
sell forthwith the entire amount of 
foreign exchange no longer required 
for the transaction at the original 
rate of purchase. 


IV. EQUALIZATION FUND COM- 
MITTEE ’ 


20. The Central Bank of China 
shall establish a Foreign "xchanze 
Equalization Fund Committee. 

21. The Foreign Exchange Equali- 
zation Fund Committee shall 
consist of three to five members to 
be appointed by the National Gov- 
ernment, which shall also designate 
cone of these members as Chairman. 

22. The Foreign Exchange Equali- 
zation Fund Committee shall estahb- 
lisk a Foreign Exchange Equalization 
Fund Account at the Central Bank 
oi China. 

23. The Foreign Exchange Equali- 
zation Fund Committee shall be au- 
thorized to borrow foreign exchange 
and Chinese National Currency from 
the Central Bank of China from 
time to time under terms to be agreed 
between the Central Bank of China 
and the Foreign Exchange Equaliza- 
tio Fund Committee. 

24. The Foreign Exchange Equali- 
zation Fund Committee may notify 
any Appointed Bank ur Banks to buy 
or sell foreign exchange on its behalf 
at the open market rate. 

25. The Foreign Exchange Equali- 
zation Fund Committee shall sub- 
mit a weekly report to the Executive 
Yuan specifying in detail the actions 
taken with regard to the foreign ex- 
change market, the amount of for- 
eign exchange bought or sold, etc. 
It may make recommendations to the 
Executive Yuan regarding the for- 


mulation and execution of foreign 
exchange and import and export 
policy. 

26. The Foreign Exchange Equali- 


zation Fund Committee shall have 
access to all documents and files of 
the Central Bank of China and of 
the Export-Import Board relating to 
foreign exchange transactions. 

27. The Fcreign Exchange Ecuali- 
matio Fund Committee in agreement 
with the Central Bank of China shall 
establish its own rules and regula- 
tions governing its foreign exchange 
transactions. 


Vv. REPORTS 


28. Appointed Banks shall report 
to the Central Bank of China in the 
form prescribed their position in for- 
eign exchange as of the close of busi- 
ness on each day, containing the fol- 
lowing particulars: 

a. The names of all buyers of for- 
eign exchange, the amounts sold ta 
each client together with the rates, 
the deliveries and the purpose of 
each sale; 
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b. The names of all sellers of for- 
eign exchange, amount bought from 
each client together with the rates, 
deliveries and origin or nature of the 
foreign exchange purchased: Pro- 
vided however that items in the same 
currency involving amounts under 
US$500 or equivalent value thereof 
may be grouped in one amount with- 
out varticulars. 


Appointed Banks shall state in 
each such report that to the best 
of their knowledge, all the foreign 
exchange transactions listed therein 
are not contrary to the provisions of 
these regulations. 


29. Brokers in foreign exchange 
shall keep in the form prescribed a 
complete record of daily foreien ex- 
change transactions in which they 
are intermediaries and shall report 
to the Central Bank of China in the 
prescribed form all details of such 
transactions containing name _ of 
client, amount. delivery, rate ad pur- 
pose. 


30. All records and accounts of 
the Appointed Banks and_ licensed 
brokers shall be open to insnection 
and examination by the duly au- 
thorized representative of the Cen- 
tral Bank of China. 


VI. DEFINITIONS 


31. (a) The term foreign ex- 
change as used in these regulations 
includes without limitation any cf 
the following payable in a foreign 
currency or country whether blocked, 
partly blocked or free. 


1—Deposits and credits of all 
kinds with banks, individuals. busi- 
ness firms and other organizations: 


2—Telegraphic transfers, demand, 
sight and time drafts, checks, travel- 
ler’s checks, notes maturing within 
one year or less, documentary bills of 
exchange, and other orders or pro- 
mises to pay, letters of credit, bank 
and trade acceptances. 


3.—All other negotiable instru- 
ments maturing within one year or 
less, bonds, means of payment that 
are commonly dealt in by bankers. 


cy 
(b) The term foreign curren 

securities as used in these regulations 
includes without Jimitation anv secu- 
ireludine shares, stocks, honds. 


vitias ’ 
sehentures, expressed in a foreign 
a enty or payable in a foreign 
country. 
VII. PENALTIES 

The Central Bank of Chins. 


32. 2 
temporarily suspend or cancel 
the licence to deal in foreien ex- 
change of anv Anvointed Rank or 
Broker in Foreign Exchanve mae ice 
lates these regulations. The Ministry 
oi Finance mav be recrtested in Ah 
cordance with law to impose a ne 
eduivalent to not more than the 
amount of the underlying transac- 
tion. Cases involving criminal of- 
fence will be referred to the appro- 
priate court for legal action, 
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REVISED TEMPORARY FOREIGN TRADE 
REGULATIONS 


The former Revised Temporary 
Foreign Trade Regulations, enforced 
on Noy. 19, 1946, have been cancelled 
with effect as from August 19, 1947 
and the new Revised Regulations 
have come into force. Simultane- 
ously the “Board for the temporary 
regulation of imports,” set up last 
Nov. 19, has been ordered by the 
Chinese Govt to wind up. 


In our issue of Nov. 27, 1946 pp. 
2/4 a full report was published with 
regard to the imposition of import 
controls in China; in the same issu2 
‘will be found a complete enumera~ 
tion of all prohibited export articles 
(Schedule IV) and all permitted. 
restricted or prohibited impcrt 
articles (Schedules I, II, ID. 


The Expart Import Board’s head 
office is in Shanghai where 5 depart- 
ments have been established viz:—1) 
Import Quota Allocation Dept., for 
the examinations of applications for 
import licences coming under Sche- 
dule._ II. Non-Quota Import 
Examination Dept., for examination 
of applications for import licences 
coming under Schedule I and III. 3) 
Import Licensing Dept., for the issue 
of all import licences and screening 
ot applications. 4) Export Develop- 
ment Dept., for promoting exports, 
issuing certificates verifying export 
values, screening applications of im- 
porters who wish to import raw 
materials and packing materials for 
re-export. 5) Secretariat, for ad- 
ministrative work and registration 
of importers. 


The Board for the Development of 
Exports, established last February 7, 
is also to wind up (regarding its 
establishment cf. our issue of Feh. 
26, page 111). Instead of the two 
defunct boards a new organisation 
has been created on August 18: 'The 
Export Import Board. 


33. Any non-Appointed Bank found 
engaging in foreign exchange trans- 
actions shall be subject to confisca- 
tion of. the foreign exchange involv- 
ed, and the manager may receive a 
‘sentence of imprisonment of not 
more than Five years. 


VIII. MISCELLANEOUS 


34. The import and export of for- 
eign currency notes is prohibited 
without a licence from the Ministry 
of Finance: Provided however that 
@ person may bring to or take from 
China for his personal use an amount 
not exceeding US$100 or equivalent 
value. 

35. The import or exvort of for- 
eign currency securities is prohibited 
without a licence from the Ministry 
of Finance. 

36. Foreign Exchange requirements 
of all Government Organizations 
shall also be governed by the above 
regulations. 

37. The date of the announcement 
of these regulations is August 15, 
1947 and thay shall enter into force 
immediately. 


Following are the new Revised For- 
eign Trade Regulations:— 


1, EXPORTS 


1. All exports except. those listed 
in Schedule IV may be freely ex- 
ported. 


2. Exporters applying for export or 
re-export -shall present to the Cus- 
toms a certificate in which an An- 
pointed Bank shall certify that it 
has purchased or contracted tc buy 
the foreign exchange derived there- 
from. Prior to applying to the Cus- 
toms for permission to export, the 
certificate shall be presented to the 
Export Import Board for verification 
of the value of the shipment to- 
gether with such evidence as may he 
required in proof of the bona-fides 
of the declared value. Committees 
for the valuation of exports will he 
appointed by the Board at Shanghai 
and other ports of shipment. Pro- 
vided however that such a certifi- 
cate is not required in the case of a 
shipment valued at less than US$ 
25.00 or equivalent value and not for 
commercial purposes. 


3. The Export-Import Board 
(hereinafter called the “Board”), in 
accordance with the regulations gov- 
erning foreign exchange shali adopt 
procedures and devise means of ad- 


justing and developing the export 
trade. 

If, IMPORTS 

4. With effect from the date of 


promulgation of these Regulations 
the importation of all goods except 
as nereinafter provided shall be sub- 
ject to Import License and only per- 
mitted in accordance with the pro- 
visions of these Regulations. 


5. All goods imported into China 
are hereby classified into the follaw- 
ing categories, the detailed com- 
modities under each category being 
listed in the Schedules. 


Schedule I of Machinery and other 
Capital Goods. 


Schecule II of Raw Materials re- 
quired for Industry and of such 
other goods as it is devided to im- 
port under a system of quotas. 


Schedule IMa of all other goods, 
the importation of which may from 
time to time be permitted. 


Schedule IIIb of goods the impor- 
tation of which is or may hereafter 
be temporarily suspended. 


Schedule IV of goods the impor- 
tion of which is prohibited. 


6. Goods or classes of goods may 
be transferred, subject to the an- 
proval of the Executive Yuan, by the 
Export Import Board from one 
Schedule to another as circumstances 
Yequire or permit. Notification of 
wen transfer shall be made in the 

ress. 
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7. Applications as filed by Im- 
port Licenses must contain all essen- 
tial particulars of the proposed im- 
portation. The Board may at its. 
discretion call for further informa. 
tion arising out of particulars set out 
in the applications. 


8. Importers, upon obtaining the 
Import License from the Board, are 
entitled to apply to an Appointed 
Bank for the purchase of foreign ex- 
change. 


9. Import Licenses should in all 
cases be obtained by Importers be- 
fore they complete purchases or 
otherwise commit themselves abroad. 


10. Quotas in respect of goods in 
Schedule II shall be fixed by the Ex- 
ecutive Yuan on the recommendation 
of the Board and shall be announced 
in the Press as soon as they have 
been fixed. 


The Board shall allocate quotas 
either to Manutacturers in a trace 
instead of to importers, or to im- 
porters for account of specific manu- 
facturers should the conditions gov- 
erning a trade render this expedient. 


11. Applications for Import Li- 
censes shall only be considered if 
made by importers registered with 
the Board, Importers shall be regis- 
tered in accordance with the parti- 
cular trade, or trades, in which they 
are engaged. The Board shall he 
authorized to issue appropriate direc- 
tions to yovernthe registration of 
Importers. The terms of this artic’e 
shall apply to Manufacturers in 
those cases where import licenses are 
given to manufacturers direct or to 
importers for account of manufac- 
turers. 


12. Gouds imported by institutions 
or companies of which the capital is 
owned or controlled by the Govern- 
ment shall subject to the same 
licensing procedure as goods impor*- 
ed by privately owned concerns. 


13. The Board shall issue General 
Import Licenses:— 

(1) To UNRRA for goods for re-~ 
iief and rehabilitation. 

(2) To the Board of Supplies for 
goods under the terms of the China- 
U.S. Surplus War Property Sales 
Agreement; supplies througa Lend 
Lease; and Governmental purchases 
through foreign loan and credit ar- 
rangements. 


14. Goods imported by or on be- 
half of Governmental Departments 
for official use shall also be subject 
to licensing. Applications in respect 
of such goods shall require th:s prior 
approval of the Executive Yuan, 
which, when granted, shall be deem- 
ed to constitute an instruction to the 
Board. Upon transmission to the 
Board of approved applications ac- 
companied by particulars of pur- 
chase, shipments, amount of foreign 
exchange required and _ prospective 
dates of payment, the Board shall 
cause the necessary Import Licenses 
to be issued. The Executive Yuan 
shall establish its own standard and 
procedure for the consideration of 
such applications. 
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15. Licenses for the Importation 
of Goods for the official use of Diplo- 
matic Missions or for the personal 
use of their members may be issued 
by the ‘Board provided the use 
of such imports is certified by the 
head of the Mission 


16. Importaticns by Philanthropi- 
cal, Religious and Educational Insti- 
tutions shall be permitted under 
special license issued by the Board 
for the use of their organizations 
(but not of their individual mem- 
bers) and for relief. religious or 
educational purposes, provided that 
foreign exchange is required and 
that goods in Schedule IV are ex- 
cluded. 


17. Goods for which no foreign 
exchange is required, such as _ per- 
sonal gifts, and samples of no com- 
mercial value, may be imported into 
China without an Import License. 
Provided that the value of such 
goods does not exceed US$50 or 
equivalent value, and that they are 
not intended for sale. The exemp- 
tion does not apply to goods in Sche- 
dule IV. 


Ili. ORGANISATION 


18. For the purpose of administer- 
ing the control of Imports and Ex- 
ports and of co-ordinating the work 
of the organizations concerned, an 
Export Import Board is hereby creat- 
ed under the Executive Yuan. 


19. The Board shall be composed 
or nine to eleven members including. 


1. The Minister of Finance. 


2. The 
Affairs. 


3. The Chairman of the National 
Resources Commission. 


4. The Governor of the 
Bank of China . 


Minister of Economic 


Central 


5. Other members as may be ap- 
pointed by the Executive Yuan. 


20. The Chairman and two Vicé- 
Chairmen of the Board shall be ap- 
pointed by the Executive Yuan from 
among the members of the Board. 


21. The Board shali establish Ad- 
ministrative Departments, and shall 
determine their functions and con- 
stitution. 


22. The Board shall create 
Sub-Committees as it may 
necessary in the discharge 
functions. 


23. 


such 
fine 
of its 


The Board may appoint not 
more than three advisers, chosen 
from among persons of recognized 
merit. standing and general experi- 
ence. 


24. The Board shall appoint an 
Appeal Committee to which Import- 
ers or Departmental Executives may 
address complaints or uestions 
arising out of registration of impor- 
ters, licensing of goods for importa- 
tion and similar issues. 
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THE TRADE OF CHINA FOR THE FIRST 


FIVE MONTHS OF 


The total foreign trade of China 
as far as recorded by the Chinese 
Customs for the first five months of 
1947 amounted to an approximate 
vaJue of US$297 million, viz US$206 
million imports into, and US$91 mit- 
lion exports from China. The wn- 
favourable balance of trade of China 


for the period January to May 
amounted to US$115 million. 

Although exports during May 
showed a distinct improvement, 


which probably is seasonal 9nd may 
not be kept up for the rest of the 
vear on the same level, it is safe to 
assume that the trade of China for 
the rest cf 1947 will develop accord- 
ing to the current pattern, ie a 
monthly import value of about USS40 
to 42 million (the five months 1947 
average is 41 million per month); 
and a monthly export value of about. 
US$20 million (the five months aver- 
age is 18 million), resulting in 2 
riaenthly trade deficit of about US$20 
million (for the Jan.;May period the 
monthly average deficit was 23 
million). 


By the end of 1947 China’s foreign 
trade should result in an unfavour-- 
able balance of trade not exceeding 
US$250 million, with imports esti- 
raated at around US$500 million and 
exports about 250 million. In 1546 
China’s recorded trade (see our issue 
oi March 26, pp. 154/5) showed US$ 
605 million imports, 161 million ex- 
ports, and a trade deficit of 444 mil- 
lion. 


The restrictive trade legislation of 
China has already resulted in a re- 
duction of imports and may lead to 
an improved state of the trade 
balance. A deficit of about US$200 
te 250 million should not present a 
great problem for China; provided 
that the invisible trade balance will 
not turn out as a greatly adverse 
one, and foreign exchange remit- 
tances from overseas Chinese as well 


25. The Eoard shall establish re- 
gional offices, or sub-offices, at ali 
ports where ~equired by trading con- 
ditions, for the purpose of attending 
to all matters arising tnerefrom. 
The functions and the constitution 
ef such Regional Offices, matters 
pertaining to the control of Im- 
ports and Exports shall ‘%e trans- 
mitted to the local office of the Cen- 
tral Bank of China to be dealt with 
as directed by the Board. 


IV. GENERAL PROVISIONS 


26. The Board shall have the 
right to establish, and to modify as 
raay become necessary, rules and 
procedures for the enforcement of 
these Regulations, unon the aprro- 
val of the Executive Yuan. 


27. These Foreign Trade Regula- 
tions shall take effect upon the date 
of promulgation August 17, 1947. 
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as dollar and sterling spending of 
foreign officials and private organisa- 
tions (especially the U.S. Army and 
Navy) in China will approximate 
US$200 million. there should be no 
cause for alarm in Nanking. 


Unrecorded Trading 


The problem of unrecorded trade 
enters into these considerations; 
whilst, however. it is clear to every 
foreign and Cninese merchant that 
there has been a very large amount 
of unrecorded trading going on, and 
whilst it is obvious that import 
smuggling is far greater than export 
smuggling, the overall balance of 
trade has not been affected. 


imports are financed 
by Chinese unrecorded exports, 
overseas Chinese remittances and 
the remainder of still very substan- 
tial foreign exchange funds held 
abroad by Chinese citizens. The 
latter sourc2 has probably declined 
during this year as compared to the 
level earlier in 1946; on the other 
hand these funds received con- 
siderable support—although falling 


Unreccrded 


short of the amounts drawn for pur- 
poses of Chinese import financing— 
from what is termed Chinese flight 
capitalists. In fact, the largest so- 
called flight capitalists were those 
leading officials and their relatives 
in. business who have beén monopo- 
ising much of China’s foreign and 
dcmestic commerce and industry. 


The question of smuggling is im- 
portant from the viewpoint of re- 
venue for the Govt (Customs duties), 
and for the government accumula- 
tion of foreign exchange in the case 
of export smuggling. Since, how- 
ever, important government and 
military circles are interested in pro- 
filing from unrecorded trading ancé 
manv hightv placed civil servants, 
including leading officers and many 
of the rank and file of the Customs 
service, actually make their living or 
at least a more comfortable living. 
from their association with smvg- 
gling organisations, the traditional 
practice of unrecorded trading can- 
not be stamped out by decrees and 
regulations only. 


The conditions which make smug- 
gling either necessary or very pro- 
fitable for a very large number of 
people in the highest and lowest 
positions will have to be altered so 
that the Central Govt of China mav 
be enabled to control the country’s 
foreign trade. The authority of the 
Nanking Govt is, however, challenged 
by many of its otherwise close ad- 
herents, particularly so. in the Pro- 
vinces, and by army and navy of- 
ficers. The economic distress under 
which so many Chinese live although 
more and more actively resenting it, 
the widespread civil disobedience in 
those parts of China under direct 
control of Nanking, and -the intensi- 


316 


fication of the civil war and guerilla 
actions in extensive areas of China 
proper, all miiitate, against the en- 
forcement of almost any laws and 
certainly do not augur well for im- 
proved foreign trade and exchange 
controls, 


The Foreign ‘Trade of China ‘fcr 
January to June 1947:— 


(in billions of CN dollars: in millions 
of US dallars) 


Month Imports Exports 
N$ USS CN$ US& 

TAR. steve 150.6 44 48.4 14 
Hee er. 216.8 43 81.8 16 
March 430 35 144.9 12 
April 520.4 42 210.9 iy 
Way anos 521.3 42 415.1 32 

1839.4 206 901.3 91 


The figures in CN dollar have of 
course no meaning if they are taken 
at their face value; during 1947 
official exchange rates were altered 
as will be seen from the table below. 


For comparison purposes, only 
equivalent figures in US$ or other 
foreign currencies can be used in 


view of the progressive monetary in- 
flation in China, 


The abouve: figures include mer- 
chandise only; the treasure trade 
has been excluded. 


From the above comparisons it ap- 
pears that import smuggling into 
China during 1947 was very heavy, a 
development whiei was foreseen by 
all after the import restrictions im- 
posed last year (Nov. 17) when the 
Board for the Regulation of Imports 
was established. About six times 
more commodities were shipped into 


China than were recorded by the 
Chinese Customs; exports from 
China, on the other hand, passed 


mostly through the Chinese Customs, 
oniy about 25% more goods arrived 
in Hongkong than were recorded by 
the Chinese Customs. 


China’s Trade with Macao 


Aithough we have tried our best tc 
obtain from the responsible authori- 
ties in Macao the trade returns of 
the Portuguese Colony, having ap- 
proached several times both in 
Hongkong and in Macao the Officials 
in charge, no statistics were forth-. 


Equivalents of the Chinese Dollar in terms of Foreign Currencies 


During the first five months of 1947 the following average official 


rates of exchange, established by the Central 


Bank of China, were in 


force and were applied in all official compilations such as the Govern- 
ment trade returns (Chinese Maritime Customs trade figures) :—CN$1,000 


equal— 

1947: Pence Stlg. HK$ US$ Rupee Str.$ Swiss Fr 
January ... 17-17/32 1.15741 0.29674 0.96525 0.61538 0.77346 
February . 11-23 /32 0.77622 0.19830 0.64773 0.41270 0.53696 
March ......... 4-14/16 0.32573 0.08197 0.27248 0.17316 0.29073 
IRCA cee, 42 0.32719 0.08197 0.27248 0.17316 0.30206 
May ce 74 0.32573 0.08197 0.27248 0.17316 0.24627 


China’s Trade with Hongkong 


In our issue of June 25, pp. 106/108 
the trade of Hongkong with China 
for the first five months of 1947 was 
analysed, based on the returns as 
compiled by Hongkong Govt. (Import. 
and Export Dept.). These figures 
are accurate although certain allow- 
ances must be made for wnnianifest- 
ed cargo entering and leaving the 
Colony as well as the negligence on 
the part of a number of merchants 
to apply for import licences and fill 
declarations. The Hongkong figures 
and the Chinese Customs trade re- 
turns are, as has been the case in 
the past, at a considerable variance. 


For the purpose of comparison the 
China trade figures were computed 
inte Hongkong dollars at the official 
rates of exchange (see above). 


Chinese H.K. Trade 
Customs Figures 
(in millions of 
Hongkong dollars) 
Exports from China 


to Hongkong 127 166.8 
Imports into China 

from Hongkong 17 127.4 
Favourable trade Bs 

balance of China 110 39.4 


coming in spite of promises made to 
us. It is of course not to the credit 
of the Government of Macao that 
official trade figures are never made 
available for the public and that, as 
has been stated by Portuguese offi- 
cials, in fact no trade statistics are 
compiled. It is therefore not possi- 
ble to compare Macao’s trade figures 
with those of either Hongkong I & EB. 
Dept. or the Chinese Maritime Cus- 
toms. All comparisons are _ based 
only on estimates and on figures de- 
duced from the trade as recorded by 
the Hongkong: Govt and the Chinese 
Customs. 


From thease estimates and statistics 
jt appears that Macao’s trade with 
China is only to an extent of about 
15% recorded by the Chinese Cus- 
toms, with about 85% of Macao- 


‘ONina trade moving without official 


knowledge of the Chinese Customs. 


Our very conservative estimate of 
Macao’s trade with China for Jan. / 
May 1947 is as follows:—Chinese ex- 
ports to Macao HK&22 million. Chi- 
nese imports from Macao HK$14 mi}- 
lion, resulting in a favourable trade 
balance for China of HK$8 million. 
The Chinese Customs compiled for 
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this five month period the following 
figures (computed by us into HK$ at 
the various official rates Of ex- 
change): Chinese exports $34 million, 
Chinese imports from Macao $1 mil!- 
lion, resulting in a favourable trade 
balance for China of $23 million. 


These figures do not include the 
very heavy gold and silver trade 
which has been conducted between 
Macao and China during 1947, in 
fact it has, as far as gold is concern- 
ed, started during the earlier part 
of this year and assumed such pro- 
portions as to give rise to many 
Giplomatic exchanges with resultant 
ili-feeling on the part of the Chinese 
Govt in face of the blatancy with 
which this gold trade was carried on. 


China’s Trading Partners 


As will be seen from the accom- 
panying tables China’s principal 
trading partners in 1947 were the 
United States and the. British Em- 
pire. As regards exports China pro- 
duce and manufactured goods went 
largely to the British Empire, almost 
two thirds of all China’s exports for 
Jan./May 1947 having been shipped 
to countries of the British Common- 
dealth which was largely due to the 
big share of Hongkong in China’s re- 
corded export business, viz 35.29. 
However, the United Kingdom was a 
conspicuous buyer of China produce 
and other articles, accounting for 
11.7% of total exports. The US. 
were second to Hongkong with 24°. 
Other principal buyers of China prc- 
duce: were: Italy with 3%, Japan 
with 2.8%, British Malaya with 2.5, 
India 2.3 and France 2.1%. 


Imports into China in 1947 were 
coming from the United States to no 
less than 554%; this figure is of 
course only indicating the Customs 
recorded imports. Since the actual 
auantity of imported goods was con- 
siderably larger than the recorded 
imports, and America today is the 
chief supplier of consumer and 
capital goods, the actual percentage 
of American imports into China is 
much larger than 553%. 


In this connection it may be use- 
ful to remind the Chinese Govern- 
ment that most unrecorded imports 
into China originate in the United 
States and that any indirect control, 
of China’s trade, as so often suggest- 
ed by the authorities in Nanking, as 
tc be exercised by foreign govern- 
ments seeing that the Chinese con- 
trols are defective and inoperative, 
would have to start in Washington. 
Once before we suggested, admitted- 
ly in a facetious vein, that “since 
most of China’s trade is either 
directly or via Hongkong conducted 
with the U.S. it may appear more to 
the point to approach Washington, 
suggesting there that the U.S. should 
permit exports for China to leave 
American ports only if a previous 


licence from Nanking had been 
obtained...... ” (April 16: “Recorded 
and Unrecorded Trade between 


China and Hongkong’). 
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The remarkable return of Britain 
as the world’s second largest trading 
nation is also exemplified by the 
trade figures of China. Britain was 
China’s second largest supplier of 
manufactured goods, accounting for 
8.8% of total recorded imports in 
1947. Next came Canada with 5.6%, 
Ivan with 3%, India with 2.6%, Bri- 
tish Malaya with 2.45:, Hongkong 
with 2.3%, Belgium and Australia. 
with 2.2% each,and Switzerland with 
2 percent. 


The statistical compilations of the 
Chinese Customs reveal the increas- 
ing importance of European coun- 
tries in China’s trade. All Chinese 
merchants realise that Europe. given 
a few vears of peace for her indus- 
trial rehabilitation, wili be again as 
powerful a trade competitor as ever. 
American predominance in China’s 
import business is apparent only; the 
present inability of European manu- 
facturers to fill the numerous orders 
which China has placed or is anxious 
to place with them is responsible for 
the comparative export boom which 
U.S. industrialists are enjoying. 


The resumption of trade between 
China and Japan has been slow al- 
though Japan figures already as one 
of the leading nations importing 
from China (2.8 percent of the total 
Chinese exports) and as a modest 
exporter of goods to China (almost 1 
percent of total Chinese imports) 
The private trading start as from the 
middle of this month is likely to in- 
crease mutual trading with prospects 
of Japan taking a leading share in 
the trade of China within a year 
from now. 


Imports and Exports 


China’s export produce actually is 
nothing but bristles and tung oil and 
a few other vegetable oils. Among 
themselves they account for 44 per- 
cent of the total of China’s exports 
The traditional export items like tea. 
silk and silk goods are now relatively 
inconspicuous. Exports of minerals 
and ores are still far behind prewar 
levels. 


The imports of China are, accord- 
ing to their importance:—gasoline. 
keroseone, fuel and lubricating oils; 
metals and metal ware; machinery 
and tools; wool and woolen goods: 
raw cotton; cereals and flour; paper: 
chemicals and dyes. 


A review of the leading export and 
import items will appear in the next 
issue of this paper. 


China’s Ports 


As far as value of merchandise im- 
ports is concerned the port of 
Shanghai accounted for no Jess than 
79 percent of total imports; South 
China ports accounted for 12 percent 
of the value of merchandise im- 
perted. 

“Exports, “however. left ‘Shanghai 
only to a value of 48 percent of total 
value of China’s exports, closely foi- 
lcwed by ports in South China which 
accounted for 35 percent of the total. 


Exact figures will be found in the 
accompanying table. 


CHINA’S IMPORTS & EXPORTS 


BY COUNTRIES 


In millions of Chinese dollars:— 


Country Imports Exports 
CN$ OF, CN$ % 
Aden) Perini 60) 2 aacee ane a 12,477 0.65 4,424 0.49 
Arabia’ —..oeanees capa cmbirs dour ace ct 12,508 0.63 553 0.06 
Argentina Se rte icicle 5,103 0.28 561 0.96 
Alistralia. ~ aes. scot cre cette ean a 40,706 Pehl 5.295 0.59 
Bel aivan Oy cate tics caer oman ged nea ac 42,009 2.28 10,671 1.18 
Brazil” sy tee hin nite siielde + sapere + sa 2,841 0.15 1,347 0.15 
British Indiae te... vaseiasirdes ace 48,485 2.64 20,788 2.31 
British North) Bornéo Gove <cmvesets un od 456 0.02 — = 
Burma 4 hese. c., aiee omer dea Cavceee 1,960 0.11 7,858 0.8" 
Canada © coke tad uc, cet Parnwnnen ose 104,047 5.66 9.433 1.05 
Denman yes or tee ose tress odie nr ie 814 9.04 1,912 0.21 
Egypt (incl, Anglo-Egyptian Sudan) 6,319 0.34 5,416 0.60 
Pinland: vy ese Giea, see Oe comers nile ie 4,647 0.25 —— — 
ERAN: Se seras 0. ey oroates, banyan os arn 13,735 0.75 19,017 Pass tik 
Ereneh: Indo:@hina: Meenas ee 20,069 1.09 3,975 0.44 
Germany roy cc ce duets. aca 993 0.05 —— oss 
Great iBritaingas... ace emties 162,268 8.82 105,323 11.68 
FLORRONS, Bit tev costo esl < eI ee aes 42,558 2.31 317,282 85.20 
TEATS a cs ckotore: eo sharc tee SE arse 54,862 2.98 1,540 0.17 
TUR gay, 5.5 si Pulses concn aie Sa et a ak 24,871 J35 26,440 2.93 
PADADY ci: b.stesiaeees Bree See ee lsc 16,644 0.90 25,193 2.79 
MaCaG) ... ais F-eengatlt < Goksgs. Gp eeeR En OG sa 3,429 0.19 11,885 1.32 
Malta Tigra ees sc cap unttRG ne « aes ae 289 0.02 3 — 
M@XICO) fa eii stole scascrastyaietatole tie aso ar 728 0.04 255 0.03 
Netherlandsy aah. « Acces) oto ee wie Oe 11,720 0.64 18,699 2.07 
Netherlands East Indies .............. 3,428 0.19 138 0.02 
INORWiety, i rset ici aed opoene oe epee orci 19,065 1.04 2,228 0.25 
IBS ues Ne a Seeing nie ca cad 11,080 0.60 —— — 
Philippine RN | ae eT es aca or oe 4,053 0.22 15,008 1.66 
South “Africae as. cae onde 3,622 0.20 1,401 0.16 
British Malaya . snes. ees 43,736 2.38 22,694 2.52 
Sweden HO ry Natt een CC 10,401 0.57 11,073 1.23 
Switzerland cysts sce ee eRe Ree solos ae 37,785 2.05 1,452 0.16 
SIstyle Bae ss nla RB tees 26,939 1.47 6,381 0.71 
U.S. of America . - 1,021;397 55.53 215,780 23.94 
USSR ic ota: secteur F 5,459 0.30 9,741 1.08 
Others Countries? icc. «qemu yes oe 17,897 0.97 17,672 1.96 


=I NO) C0 lana ce yc eamnetee peer on Mane 


. 1,839,418 100.00 901,397 100.00 


BY PORTS 


FOR THE PERIOD JANUARY TO MAY 1947 
In millions of Chinese dollars: — 


Port Import: Exports 
CN$ Ge CN$ %o 

G@iinwanstaqMe ea yeas coer 29.191 1.59 53.000 5.88 
Tientsink i . a si Slates bepiterad ie) <2 112,699 6.13 93,779 10.40 
MUST HEY o lel cea Banblats AMES OMe co se gets ceemin 25,581 1.39 12,367 1.37 
Giungking y fa seer): plies: ole eyes ine oe 125 0.01 95 0.01 
TS Ras ee 9 Gps ict. Gao nol ya ohciceatin on. ccaee 38 ae > se 
SHANNA go yes kia. 36 she inva a vegies oie 1,460,183 79.38 432,027 47.93 
INGg pO! Revete roan te cater tewsannre sande): 8 a it 
Wenchowan, sii ctl: Cee “asa terer es 3 i* 33 Tee. 
HOOCHOW. tect cetene Roku Ae aenies <8 1,336 0.07 1,974 0.22 
FATIIOW ANAM tet toler diets tole dis atels ol ejoteietoreys els) 6,897 0.38 6.584 0.73 
Taipeh aieiate 4,430 0.24 19,529 2.17 
Tainan A ie! Es ee 2a 0 a ee = 15 101 1,68 
SWatowry e meses ee sie ate 17,412 0.95 19,475 2.16 
Catto Rberorersdbacorintemsercubomtanaveietohns 84,561 4.60 123.671 Ise 
Kcwloon gh: eA tans: ae imate 74,587 4.05 56.098 6.22 
Tappa... ate 10,802 0.59 8,776 0.97 
Kongmoon Open REIS ets, 2,750 0.15 4.381 0.49 
AWIAEY) gtO\) Fae eR SIS gr ROMER 5 _ 36,741 4.08 
INGvetebiel-gm AR hoe ee eoor ee taD 379 0.02 1,079 0.12 
EACH O Wawaacin cinaleteerelehere bie s1osiclae steer 3,461 0.19 5,176 0.57 
icgihokaabial-d@e Wawa ape wacuuad tomo Odmm DN OOdG 238 0.01 8.145 0.90 
Uirtreeibloy pe lane Miboo adineo Gnoso 05 Oe 4,316 0.23 2,930 0.33 
Sinkian gee werisercrreieteis ale o> seri <aialal oe 406 0.02 460 0.05 

TOUS gues eh iave Vegeta os skonsena ues .. .1,829.418 100.00 901,397 100.00 


ee Ty 
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U.N.R.R.A. SUPPLIES 
FOR CHINA 


During the first four months cf 
1947 the United States sector a: 
Unrra supplied China with goods 
valued Us$58.6 million, viz in Jan- 
vary $11, Feb. $18.9, March $13.9, April 
$14.8 million. Contributions by the 
British Commonwealth to Unrra 
supplies have already ceased. 


urin, the period Sept. 1946 to 
Dec. 31° 1946 China obtained Unrra 
supplies valued US$266 million. The 
position of Unrra_ supplies in China 
last year was reviewed in our issue 
ot March 26, page 157. 


The total Unrra program for 
China will exceed a value of US$359 
million. 


The Chinese Customs report that 
for the first five months of 1947 
Unrra supplies valued _CN$664 bil- 
lions (approx. US$60 million at the 
various official exchange rates). 
Following are principal Unrra sup- 
plies which arrived in China during 
January to May 1947:— 


Dver 3.6 million metres of cotton 
piece goods; 26,665 tons of raw cot- 
ton; almost 2 million kilograms 0¢ 
cotton clothing and articles of per- 
sonal wear; 340 tons of cordage. 
twine and rope; 107,400 kgs cf goods 
made of flax, hemp, jute: 3.6 million 
kgs of woolen clothing, blankets, 
piece goods; 


22,500 tons of raits; almost 25,000 
tons of iron and steel sheets. pipes, 
wire, bolts and screws etc.; 1,i00 tons 
of electric dynamos, generators, ma- 
chinery, 1,200 tons of pumping ma- 
chinery, almost 3,000 tons of prime 
movers, 5,500 tons of cigarette ma- 
chinery, 3,000 tons of tools, some 
3,000 tons of other machinery: 


216 locomotives, 87 wagons. 937 
tens of railway materials, 1.429 
motor trucks and tractors. and 4 


very large auantity of vehicle parts 
and accesscries. ship and boat mate- 
rials: 285 tons of scientific instru- 
ments, over 1,000 tons of electrica! 
fittings and materials, 280 tons af 
metalware, 140 tons of radio, tele- 
phone instruments and parts. 


about 1; million kgs cf milk focd, 
aimost 3 million kgs of canned and 
other. food products; 200,000 tous of 
cereals and flour; 10,000 tons oi 
fruits and vegetables; a great variety 
ot chemicals and ph«rmaceuticals 
esp. 6,400 .tons of sulphate ef am- 
monia, 9,900 tons of fertilisers, 22,700 


tons of chemicals, .1.622 tons of 
medicines: paper and paper ware, 
gasoline, lubricating oil, railway 
sleepers, timber; 747 tons of living 
animals; 18.600 pieces of tires for 
inotor vehicles, 10,200 inner tubes. 
and a large yariety of sundry 
articles 


. 
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CHINA’S IMPORTS & EXPORTS 
IMPORTS BY GROUPS 


January February March April May Total 
-— In Millions of CN$ — 

Cotton Pieces Goods, 

Grey Its. ee ee 90 204 86 93 7 842 
Cotton Piece Goods, White 

or Dyed) eee or 253 1,223 1,207 992 1,105 4,781 
Cotton Piece Goods, 

Printed at ie. Sees 19 239 141 24 2 428 
Cotten Piece Goods, Mis- 

eellaneous' 9 79... eee 16 223 33 173 96 543 
Cotton, Raw; Cotton Yarn, 

and Cotton Thread .. 7,867 14,777 25,3828 54,601 32,685 135,261 
Cotton Manufactures, Sun- 

Cite Ate 5 Se NSS eee 422 1,055 658 834 663 3,634 
Flax, Ramie, Hemp, Jute, 

oe tcl Manufactures 

thereof ES oP 1,639 1,468 6,660 3,388 11,757 24,914 
Wceol and Manufactures 

sthereots 75" Gee ee 11,172 28,694 34,792 45,581 33,845 154,085 
Suk (including Artificial 

Silk) and Manufactures 

tHEreOt Pater we. atl 368 2,149 1,607 7,069 11,206 
Metals and Ores: 13,464 12,8988 41.031 38,861 43,467 149.713 
I"achinery and Tools .. 6,026 8,795 41.837 51.397 28,667 136.634 
Vekicles and Vessels .... 4,421 8,140 17,552 24,062 20,843 75,027 
Miscellaneous Metal 

Wiainusactares | eee 6,513 11,977 22,759 19,462 24,700 85,412 
Fiskery and Sea _ Pro- 

ducts) es essiericc Ne Miia 1,569 3,702 3,356 3,235 3,692 15,555 
Animal Products, Canned 

Goods, and Groceries . 3,079 3,380) 8,161 6,958 12.989 34,540 
Cereals and Flour ...... 5,471 9,467 28,015 38,452 59,902 141,309 
Fruits, Seeds, and Vege- 

tebles Do, eee eee 705 790 940 202 —74 2,563 
Mecicinal Substances and 

Spicesw eee ces: 488 931 867 752 541 3,581 
SU Saree sae ts Re eae 438 3,521 2,694 3,334 5,426 15,416 
Wines Beer, Spirits, é 

Table Waters, etc. .... 83 144 199 154 455 1,036 
MODACCOM Mets... cae see ~-- 12,846 11,436 17,736 16,528 9,916 68,458 
Chemicals and Phar- 

maceuticals .......... 81882. 13.61918 193.995 20,860 22,109 88,793 
Dyes, Pigments, Paints, 

and Vanishes ....... 7,296 12,814 25,099 22,040 27,565 94,816 
Candles, Soap, Oils, Fats. 

Waxes, Gums, and 

RESIN Sac apdee seeks. o 22,632 29,300 50,636 80,856 71,025 254,451 
Locks, Mans, Paper, and 

Wioof@Pulom Sins. .. 13,525 16,145 27,518 32,426 32,022 121,638 
Hides. Leather, and othe 

Animal Substances MaRS 2,303 3.797 5.43 4.877 18.098 
Bin Der wie soet- eee, ee 5,480 4.065 8.445 11,133 23,999 53,123 
Wood, Bamboos, Rattans, 

Coir, Straw, and Manu- 

factures thereof ...... 869 1,533 2.099 1,774 1,613 7,891 
Coal, Fuel, Pitch, and 

SU Sie re ere oe ne : 5,437 2,105 5.310 3,041 2,044 17,940 
eS Enamelled- 

ware. Glass, etc. ..... 700 1,070 4.908 2,01 ‘ 
Stone, Earth, and Manu- ete ee 

factures thereof ...... 294 666 1.924 393 948 4,228 
SUDdryoN tn .. hee ree 7,326 9,922 20.274 30,172 33,961 101,656 

ROvaley Ads) ees 150,625 216-888. 430.050 520,461 521,392 1,839,418 


_—_———e— es 


Uscicss Unrra Supplies 


Many Unrra supplies appear’ quite 


useless from the point of view of the 
poor and 
for whom they were intended. 
most surprising and certainly utterly 
unnecessary 
arrived 
1947 were the following:—2,232 litres 
of champagne and 
wine, 1,764 litres of still wines, in 


suffering. Chinese. .people 
The 


1 “relief” supplies which 
in China during Jan. /May 


other sparkling 


bottles; 203 bottles of whisky and 
gin, some other ‘wifes amd:ale and 
beer. This sort of relief supplies re- 
mind one of the high+heeled ladies’ 
shoes which Unrra sent to Chinese 
farmers earlier in 1946. That this 
time some 1; million American 
cigarettes were also sent as_ relief 
may be explained by the fact that. 
there is serious overproduction of 
cigarettes in the US, 
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EXPORTS BY GROUPS 


In millions of Chinese dollars: — 


. January February March Aprik May Total 
Animals and Animal Pro- = 

ducts (not including 

Hides, Leather and Skins 

(Furs), and Fishery and 

Sea’ Products) 7 .2......- 10,096 13,521 24,020 24,462 985,873 = 157,975 
Hides, Leather, and Skins 

(Furs) Rr ee eee 204 574 2,918 5,004 22,928 31,721 
Fishery and Sea Products 400 qi3 686 1,094 1,204 3,602 
Beans and Peas .......... 239 92U 5,099 11,610 8b,Lvd 64, G0. 
Cereals and Cereal Products 167 (ld 490 645 4,019 4, 5Y0 
Dyestuffs, Vegetable ...... 93 S0u 4d 510 1, 4,vu4 
Fruits, Fresh, Dried, and 

PreservedaNe-.. 20, pene... 1,359 1,973 1,790 1,566 2,564 (053 
Medicinal Substances and 

Spices (not including 

Chemicals) “25g; .4% 1,318 2,902 2,305 2,653 5,617 14,396 
Oils, Tallow, and Wax .... 11,854 15:020 39,924 55b,.481  11b,287 = 242,108 
Seeds = eer RS 922 432 4,y06 Z,U00 12,024 Zu,914 
Spirituous Beverages ...... 25 bY 304 300 yo4 l,/ou 
Sugarateret fon2 ae 509 120 9U4 1,851 2,586 5,978 
Tea Oe ppreeroT.. Let eran 845 10,238 4,645 6,078  14yo6 34,63 
RODACCOnmMEc wee <->. SAE... eis 950 315 93 2,415 707 4,083 
Negsetablesig. s.tirditoaatie 902 =: 1,948 2,285 5,037 4,813 13,303 
Other Vegetable Products .. 409 1,461 2,013 1,912 2,272 7,69U 
BamDOOws Hh Aee PeASS...22 Oe 195 izy 308 (4 875 2,333 
i oe a eS a oe ; 653 yo 2,080 2,724 1,521 7,968 
Rattan see ee Raa tenia &: eee 15 1 15 48 37 118 
Timber, Wood, and Manu- 

factures thereof .... 377 346 720 1,185 1,107 3,737 
Paper / he MR. «eee 574 401 1,123 1,895 2,618 6,647 
Textile Fibres) 3.402.224 - 2,555 11,362 0,412 5,378 10,484 =. 39, 993 
Yarn, Thread, and Plaited 

and Knitted Goods 625 1,997 0m 19272 8,891 32,557 
PAeeen Goods is tc... ce ne 2,541 5,473 12,738 16,178 30,172 69,104 
Other Textile Products 1,018 1,107 8,178 Dota 6,202 1,129 
Ores, Metals, and Metallic 

Products, o <mpcier s .. 5,044 4204 10,534 9,531 9,049 38,364 
Glass and Glassware ...... 62 148 136 613 686 1,698 
Stone, Earth, Sand and 

Manufactures thereof (in- 

eluding Chinaware and 

Enamelledware) ........ 413 666 815 1,466 2,566 5,928 
Chemicals and Chemical 

Productsyse5 3. oo Pate, «1,897 700 9,357 9,973 12,541 34,470 
Printed=(Matter.sencusiaets <x: 63 107 148 446 485 1,249 
Sundryegs. io. ganeohas eee 2;160° 3,737 3,101 4,917 7,930 21,846 

TE Otel aie - cox taenctey cei: bet 48,475 81,882 144,985 210.922 415,131 $01,397 


Controversial Position of Unrra in 
China 


Due to the civil war and the in- 
tensity of guerilla fighting in Jarge 
parts of China the distribution of 
Unrra supplies could not be curried 
out without discrimination against 
the inhabitants in the areas under 
control of the Communists or in 
such parts of the country where con- 
trol is unclear and changing. The 
Communists have charged many 
times that Unrra supplies actually 
helped the Chinese Govt to prosecute 
war operations and build up Nan- 
king’s strength for continuing the 
civil war. 


Large quantities of capital and 
consumer goods imported by Unrra 
were utilised by the Chinese Govern- 


ment for rehabilitation of state- 
owned factories and other enter- 
prises but the Chinese army had 


oriority on many commodities. The 
press in major Chinese cities was 


buzzing with reports of grave mis- 
appropriations and mismanagement 
by Chinese officials in the relief or- 
ganisation (Cnrra) and the gereral 
im»yression has been formed that 
substantial qvantities of Unrra sup- 
plies were sold in the black market 
and proceeds were invested by of- 
ficials and their commercial colla- 


borators for their own benefit. Con- 
siderable amounts of Unrra cargo 
have heen pilfered or forcefuily 


taken away by organised gangs both 
in Shanghai and the interior. 


No public accounting of the huge 
supplies has been made and it is 
doubtful whether any statement can 
ever be compiled. The public in the 
Gonating countries takes it now for 
vranted that a great part of relic? 
and rehabilitation suvovlies either 
never reached those Chinese people 
for whom they were intended or 
they wer2 put to a use contrary to 
the provisions and the idea of Unrra. 


319 


THE TREASURE 
TRADE OF CHINA 


The official trade returns (Chinese 
Customs — statistics) for the period 
January to May 1947 do not reveal 
any gold imports or exports although 
it is common knowledge that both 
the Chinese Government (Central 
Bank of China) and the public at 
large have been exporting and im- 
perting considerable quantities of 
gold. Prior to Feb. 17, 1947 the Cen- 
tral Bank of China sold regularly 
gold in the open market at a price 
which was much higher than the 
Bank used to buy from the US. 
Treasury in Washington. Whilst gold 
imports were paid at the official 
price of US$35 per troy ounce, the 
Bank sold to the general public in 
Shanghai and elsewhere in China 
at prices between US$55 to 75 per o7. 
This most profitable gold _ sales 
policy, adopted also in order to sup- 
port the ereatly inflated Chinese 
dollar on the unofficial market, 
came to an end with the promulga- 
tion of economic emergency mea- 
sures of Feb. 17. 


The Chinese public has been ship- 
ping goid out of the country at will 
although such action has been de- 
clared illegal by the Chinese Govt; 
whenever times of particular anxiety 
and nervousness approached flight 
capitalists carried their gold either 
themselves or through trusted agents 
out of China, depositing it abroad 
preferably in the United States. 
Cther more home-bound Chinese, 
when the tide of inflation rose very 
threateningly and the CN$ depre- 
ciated daily in terms of commodity 
and fcodstuft prices, were anxiously 
demanding gold as, in their opinion, 
the only safe hedge so that fresh 
gold had to be imported (or smug- 
eied) into the country. 


Gold Smuggling 


Large quantities of Mexican or U.S. 
vold, shioped or flown to Hongkong 
ov Mscao. were imported by Chinese 
banks, bullion deajJers and general 
merchants. The Customs returns 
naturally do not show these amounts 
ac practically all gold has been car- 
ried into China through the good 
services of civil and military officials. 
Imports of zold into Hongkong for 
Jan./May 1947 showed a value of 
HK$47.9 million, and re-exports of 
gold from Hongkong to Macao for 
tne same period showed a value of 
EK$43.2 million. It is likely that the 
amount of gold eventually shipped 
into China either from Hongkong or 
Macao may have been in excess of 


HeKS 25 million. Gold imports 
into China via Swatow, Amaoy, 
Kwanzchow-wan, across the fron- 


tiers between China and Burma, and, 
most important of all, throuzh 
Shanghai—-the principal gold | ex- 
change and hoarding centre—have 
been very much larger than the 
above estimate of HK$35 million 
might suggest. 
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Shanghai has been the majcr port 
handling gold exports: these un- 
recorded shipments were largely 
undertaken by the most influential 
circles in China, indeed, only the 
influential and powerful men and 
women of China have amassed great 
fortunes part of which has been in 
the traditional and somewhat super- 
stititous fashion transformed into 
gold and, for reasons best known to 
the high and mighty ladies and gen- 
tlemen of Cathay, placed into the 
vaults of American banks. 


Bank Note 


Imports 
Inflation 


and Chinese 


The Chinese Customs reveal! in 
their last report, May 1947, that dur- 
ing the first five months of 1947, 
Chinese National Currency amount- 
ing to 17,728,927 million (CN$7.7 tril- 
lion) have been imported into China. 
This amount represents banx notes 
which were printed abroad as the 
Chinese note presses could not cope 
with the heavy demand made by the 
Chinese Treasury and the Chinese 
army on the resources of the Central 
Bank of China. 


From this figure, 7.7 trillicn, the 
extent of the actual inflation in 
China may be ostimated as much 
higher than usually believed. How- 
ever, in face of stubborn silence 
maintained by the responsible au- 
thorities in Nanking regarding the 
trillions of money issued it is idle to 
speculate on the actual amount of 
Chinese money now in circulation. 
A minimum amount of CN$10 trillion 
is probably a very conservative esti- 
mate; we have heard from informed 
financial circles that Shanghai bank- 
ers believe that the current—-end of 
August—note circulation is around 
15 trillion. 


During the first five months of 
1947 recorded exports of bank notes 
totaled: —CN$3.950 million; HK$23,- 
200,000, and US$4,263,000. These of- 
ficial exports were probably made 
after permission by the Central 
Bank was granted and include al- 
lowances for travellers, students, 
diplomats, merchants and members 
of the favoured families. 


Bank Note Smuggling 


There was a very large amount of 
bank note smuggling observed dur- 
ing the current year. Chinese 
money is freely carried out of anc 
into China as if no restrictions on 
bank note imports and exports were 
in force. Controls are largely on 
paper and searches are rarely con- 
ducted in case of ships entering or 
leaving Shanghai: and even if some 
cases of bank note smuggling are 
discovered they are usually settled 
between the immediate persons con- 
cerned. 


The Hongkong dollar has been 
made the medium of much specula- 
tion not only in T.T. transactions but 
in bank note business. Hongkong 
notes are shipped out’ of the Colony 
in increasing quantities and are 
hoarded usually by Cantonese busij- 
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THE TRADE BETWEEN THE UNITED 
STATES AND CHINA 


Large Export Smuggling via Shanghai and North 
China to the U.S. 


The statistical data on the U.S. trade 
as compiled by the U.S. Bureau of the 
Census reveal with regard to China 
that for the period January to April 
1947 the U.S. exported to China goods 
vaiued US$80,010,000, and imported 
gcods valued $45 million. The impor- 
taxicc of China. as a trading nation is 
insignificant as far as America is con- 
cerned: exports to China were only 
1% 9 of total U.S. exports, and imports 
from China were only 2.3% of total 
US imports. These figures support the 
persistent clamour of U.S. business 
men for removal of trade restrictions 
on the part of the Chinese Govt, but 
they also show how unrealistic it is to 
expect, under the present development 
of economies in America and_ the 
Orient, any improvement in mutual 
trade relations. 


China’s Imports From U.S. 


China’s commercial imports from 
the US for the first four months of 
1947 amounted to a value of $80 amil- 
lion; Unrra supplies as far as origina- 
ing in the US valued for the same 
period $58,667,000; and a small rest 
of US lend-lease supplies valued 
$509,000. me 

The above figures contrast with 
Jan./April 1946 as follows: commer- 
cial imports $74 million; Unrra sup- 
plies of US sector $47,511,000; lend- 
lease $11,258,000. 

The average for Jan./April for pre- 
wat years of 1936/38 was $14,584,000 
for China’s commercial imports from 
the US. If one likes to compare 1947 
with prewar trade returns one has to 
consider the cecrease in the purchas- 
ing power of the US$ which has been 


ness men and their families in pre- 
ference to the US$ which is Shang- 
hai’s favourite. This practice of 
Hongkong bank note smuggling is a 
matter of serious concern to the local 
authorities and tends to upset to a 
certain degree the Colony’s monetary 
policy. The constant drain on local 
bank notes is artificially increasing 


the note issue here. The Chinese 
Customs preventive service and ali 
the many authorities who are or 


should be in charge of control over 
treasure movements have so far not 
cooperated with Hongkong in the 
suppression of this malpractice. 


Silver Exports 


Silver exports from China as 
ecorded by the Chinese Customs 
comprised for the first five months 
of 1947 a total quantity of 267,734 
kilograms (one kilo equals 26.45547 
taels or 32.15074 troy ounces), valued 
CN$383 billion. These recorded 
silver exports were shipped from 
Shanghai only and were consigned 
to the U.S. and Hongkong, the U.S. 
receiving 105,462 kgs of bullion and 
124,644 kgs of silver coins, making 
a total of 230,106 kgs, valued at CN$ 
23.6 billion; and Hongkong receiving 
37,627 kgs of silver coins valued CN$ 
14.8 billion. Silver bullion shipped 
to the U.S. was in the usual form of 
bars which are very impure. 


Smuggling of silver out of China 
via Shanghai, North and South 
China ports, across the border into 
Burma (for eventual. destination 
India) and through Hongkong has 
been intensive throughout this year. 
To judge alone by the silver export 
figure of Hongkong for Jan./May 
1947 of about HK$ 253 million, some 
200,000 to 250,000 kilograms of fine 
silver may have been smuggled out 
of China and into the Colony. Most 
of these unrecorded silver exports 
were brought here by old-established 


Chinese bullion dealers, the Chinese 
army (many officers of which were 
conspicuous sellers in the local mar- 


Ket) merchants who exchanged 
silver coins against merchandise, 
transportation agencies connected 


with Provincial authorities in South 
China, and small traders and travel- 
lers. 


If the Chinese silver exports into 
Hongkong are added to the mer- 
chandise exports of about HK$166.8 
million (for Jan./May 1947), the 
overall balance of trade for the first 
ive months of this year resulted in 
over HK$60 million in favour 
of China. The considerable unre- 
corded silver exports of China are 
materially contributing to the reduc- 
tion of the deficit of the balance of 
international payments of China. 
They also make it possible that large 
quantities of imports of consumer 


goods can be paid for by the Chinese 
customer. 


Bankers and bullion brokers be- 
lieve that the silver hoardings in 
China are vast and apparently in- 
exhaustible. By selling silver to 
foreign markets the Chinese domes- 
tic demand for foodstuffs, consumer 
and capital goods can be partiallv 
satisfied. During recent years only 
India has been a good customer and 
has absorbed very big amounts of 
silver. The tight foreign exchange 
position of India, however, precludes 
now larger purchases of _ silver as 
neither sufficient £ nor US$ are 
available. Some of the princes of 
the native states appear to have still 
adequate resources abroad which 
they invest to some extent in silver. 
Chinese silver holders, however are 
not motivated by the vagaries of the 
international silver markets: they 
sit on their treasures and when the 
necessity arises they sell in order to 
obtain either at home or abroad 
those goods which they require. 
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estimated now as about 70% less than 
in 1936/38; accordingly if we adjust 
the prewar dollars to the current level 
the 1936/38 monthly average should 
be around US$25% million. This figure 
may be compared with the $80 million 
of imports for Jan./April 1947. Thus 


China’s imports from the US have 
increased over 200% now as against 
1936/36. 
China’s Exports To The U.S. 

China’s exports to the US _ for 
Jan./April 1947 amounted to a value 


of $45 million, against $22,271,000 for 
the same period in 1946, and against 
$25 million for Jan./April of 1936/38 
avcrage. The latter figure requires ad- 
justrent in view of the depreciation 
of US$, accordingly the prewar aver- 
age should be about $42% million. 
Thus China’s exports to the US value 
now about as much as they did in the 
prewar period. 


Based on the Jan./April 1947 trade 
returns as compiled by the Bureau of 
the Census it appears that the monthly 
averages for US-China trade are as 
fellcw:—Chinese exports to the US 
about $11 million; Chinese imports 
from the US about $20 million; result- 
ing in an adverse trade balance for 
China of about 9 million. 


In our issue of April 30, page 206, 
the trade between the US and China 
for the year 1946 was fully reviewed. 


Discrepancies in Returns 


The Chinese Maritime Customs 
trade compilations do not tally with 
American trade returns as far as 
Chinese exports to the US are con- 
cerned while Chinese import figures 
appear to be corroborated by the US 
statistics, 


The 1947 monthly average trade of 
Chine with the US, computed from 
CN$ into US$ at the official rates of 
exchange, was as_ follow:—Chinese 
imports from the US about $23.3 mil- 
lion, Chinese exports to the US 
about $4.3 million. (America’s share 
jn China’s recorded imports in 1947 is 
5542%. her share in China’s recorded 
exports 24%, against 1946 percentages 
of 57 and 38% respectively). 


if we add to the US reported month- 
ly average of exports of $20 million 
ehout 15% (making allowance for the 
difference betweer fcb US port basis 
ot American returns, and cif China 
pert basis plus higher valuation of 
imnerts acerording to wholesale market 
prices prevailing in Shanghai on the 
pert cf Chinese Customs) we can re- 
ecnelle the Chinese and American 
figures. 


Large-Scale Export Smuggling 


However, between the US reported 
figures for imports from China, $11 


million per average month, and the 
Chinese Customs figure of $4.3 million 
there is such a wide gap that only one 
explanation is possible: large-scale 
smuggling of China produce via Shang- 
hai and North China ports. 


The figure of $4.8 million may be 
adjusted by adding about 10% (allow- 
ance for difference between fob China 
port valuation by Chinese Customs and 
cif US port valuation by US Bureau 
of the Census) i.e. to about $4.8 mil- 
lion; further some part of exports of 
China produce which had been effect- 
ed through Hongkong may have been 
included into the American trade re- 
turns. However, with regard to Hong- 
kong one must bear in mind the follow- 
ing facts: (1) Hongkong’s 1947 aver- 
age monthly trade with the US resulted 
in US$5 million imports from the US, 
and abeut $3%4 million exports from 
here io the US. It is true that the 
inajority of local exports to the US 
are re-exports of China produce (not- 
ably vegetable oils) but they do 
not figure in the Bureau of the Cen- 
sus returns as “imports from China” 
except if Hongkong consignments to 
the US are specifically marked. 


Even if we add say US$1% million 
(out of Hongkong’s monthly average 
exports to the US of about US$3.7 mil- 
lion) to the total and adjusted Chin- 
ése exports to the US of about US$4.8 
million, we arrive only at about US$ 
6.3 million average monthly exports 
from China to the US. 


It is obvious that the difference of 
at least US$5 million per month is 
attributable to Chinese smuggling. In 
this instance, Hongkong’s merchants 
cannot be implicated; all smuggling of 
China produce out of China and into 
the US must have been organised and 
carried out via Shanghai, Tientsin, 
Tsingtao, Chinwangtao and other 
northern ports. In this case just as 
well as in the case of unrecorded trad. 
ing through South China ports and 
across the land frontiers it is a con- 
siderable number of Chinese army and 
navy officers, district and provincial 
officials, members of the corporations 
owned by the privileged families who 
do the bulk of the unrecorded trade 
as far as transportation and safe con- 
duct is concerned. However, there are. 
of course very large groups of pro- 
fessional smugglers who are tradition- 
ally rampant in North China and who 
defy any contro] whether exercised 
by the weak protective service of the 
Chinese Customs, the Chinese navy or 
provincial guards and other armed 
forces supposedly loyal to the Kuo- 
mintang Govt. 


Trade with Red China 


With regard to North China there 
is another source for Jarge-scale un- 
recorded trading viz. the Communist 
civii and military authorities, The 
major port under their control is Che- 


fo» through which some exports have 
been effected; American traders 
were buyers of North China produce 
(bristles, camel wool, etc.) and manu- 
fuctures (embroideries, lace, rugs etc.) 
which left the country without hav- 
ing been recorded by the Chinese Cus- 
toms. The weight of China. bristles 
imported into the US and the weight 
recorded by the Chinese Customs as 
shipped to the US do not correspond 
in the least and it appears that un- 
recorded bristle exports to the US via 
Shanghaj and North China ports must 
have been very substantial. 


The problem of controlling these 
enormous unrecorded exports of China 
produce to the US with a view of ob- 
taining for the Chinese Govt all the 
foreign exchange ‘which otherwise 
goes into the pockets or the New York 
accounts of individual merchants and 
even Communist authorities of North 
China and Manchuria may recommend 
itself for attention of the politicians 
of Nanking in preference to the per- 
sistence with which they harp on the 
smuggling position J South China. 


COMPARISONS OF 
TRADE BETWEEN 
HONGKONG & CHINA 


China’s recorded trade for the first 


five months of 1947 resulted in a 
monthly average of irhports valued 
US$42 million and exports valued 
US$18 million. From the import 


figure about 10% should be deducted 
in order to arrive at the proper cif. 
Chinese port value of imported goods 
as it is the practice of the Chinese 
Customs to record imports at their 
wholesale. market value (for purposes 
of higher Customs duty revenue) 
which usually is some 10% above the 
c.i.f. amount. On the other hand, while 
this practice is in use since Over a 
year in Shanghai, a number of Cus- 
toms stations elsewhere in China still 
record c.i.. and not wholesale market 
values, 


The actual amount of China’s_ re- 
corded monthly import average for 
1947 may nave been only around US$ 
32 million; thus the average monthly 
adverse trade balance of China is re- 
duced to about US$20 million. 


Hongkong’s trade for the first 5 
months of 1947 resulted in a monthly 
average of imports valued US$26%, 
and exports valued US$23 million. 
Accordingly, Hongkong’s monthiv cx- 
perts are on the average about US$5 
million larger than China’s recorded 
exports, and Hongkong’s imports are 
about US$11 million less than China’s 
recorded imports per average month of 
1947. 


During 1947 the importance of China 
in the trade of Hongkong has been 
veduced: only about 30% of the total 
trade of the Colony has been conduct- 
ed with China. thus the conception of 
Hongkong being and acting as nothing 
more than a “funnel” with regard to 
China is contrary to facts. 
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SMUGGLING IN 


The editor of the American owned 
China Weekly Review of Shanghai, 
Mr. J. W. Powell has been recently 
visiting’ Hongkong, Macao and Canton 
together with a party of other Ameri- 
Some of Mr. 


can newspaper men. 
Powell’s experiences and impressions 
were incorporated in the following 


article which he published in Shang- 
hai. 


Despite the constant complaints 
from South China that the lion’s share 
of the country’s import licences and 
foreign exchange permits are secured 
by Shanghai business concerns, it now 
appears’ that Chinese businessmen in 
Canton and other South China cities 
have—largely through smuggling — 
solved their import-export problems in 
a reasonably satisfactory manner. 


Foreign exchange is obtained by 
smuggling Chinese products such as 
wolfram, tea oil, duck feathers, Chi- 
nese medicines and various food stuffs 
to Hongkong where they are sold for 
Hongkong dollars which in turn are 
used to purchase imports in the British 
crown colony. The imports are then 
run into China via the same smuggling 
routes. 


This ‘“‘illegal” trade has now deve- 
loped into such a well-organized two- 
way affair that some observers believe 
that South China nearly enjoys a 
balance of trade. It is said that this 
area could have a fairly satisfactory 
economic life even if cut off entirely. 
from the rest of China. However, 
these same observers do not see any 
particular advantage to be secured 
from a formal economic separation as 
it is almost a practical one now, in 
that the various economic regulations 
promulgated by - Nanking which 
hamper trade are applied only on paper 
as far as this part of the country is 
concerned. 


Further, there is some advantage 
gained by having a connection with 
the rest of China because considerable 
quantities of import and export goods 
clear through Canton and Hongkong 
which under normal economic condi- 
tions would enter and leave via 
Shanghai. For instance, tung oil and 
bristles from Szechuen are often ship- 
ped down the Yangtze to Hankow and 
then transhipped by rail to Canton and 
then on by rail or river to Hongkong. 
Dealers consider the extra shivning 
expense justified because by smuggling 
their products into Hongkong they get 
foreign exchange which they do not 


have to surrender to Nanking. In 
addition to thus “making” a large 
profit on their exchange, they can 


spend this foreign exchange in pur- 
chasing imports to haul into the in- 
terior to be sold at a large profit. 
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Canton has become such a_ major 
transhipment center for illegal imports 
that it is estimated that as much as 
50 percent of the goods brought here 
trom Hongkong are in turn shipped 
to other cities, The Central Govern- 
ment, taking cognizance of this situa- 
tion, recently attempted to reduce the 
practice by banning the shipment of 
imported goods from Canton to Shang- 
hai, Prior to this order many Shanghai 
businessmen who could not get their 
imports cleared by the customs at 
Shanghai, had them shipped to Hong- 
kong from where they were smuggled 
to Canton, From Canton the imported 
articles could be rémanifested, with 
Canton as the origin of shipment, and 
then sately and legally shipped to 
Shanghai. 


While officials in Canton and other 
South China cities have to pay lip 
service to Nanking’s economic regula- 
tions and _ occasionally make some 
effort to enforce them, it is obvious to 
any observer that the current state 
of affairs could not. exist without, at 
the very least, some official closing of 
the eyes. 


During the past two weeks there has 
been considerable comment in the 
press, both in China and Hongkong, 
over the Chinese Foreign Office’s 
charge that the British authorities in 
Hongkong were not doing their part 
in the prevention of smuggling. 
Following this, both the British and 
Chinese officials stepped up their vigil- 
ance with the result that one ship was 
impounded jin Canton recently when 
it was found carrying several tons of 
unmanifested cargo. Possibly, though, 
the smugglers were more powerful 
than the Canton customs Officials. Or, 
perhaps, as some observers suggest, 
the officials in Canton had no intention 
of actually confiscating the smuggled 
cargo, merely wishing to publicly 
“prove” that the British allowed ships 
to: leave Hongkong with contraband 
aboard, because a few days after the 
ship was detainéd at Canton, a story 
was circulated to the effect that a large 
gang of armed men boarded the vessel 
and at sun point carried off most of 
the contraband, Later, the story was 
denied, and, subsequently, said to he 
true, In the end, no one in Canton 
seemed to know whether or not the 
hi-jacking had actually occurred. 


Open smuggling is also done on the 
trains running bstween Canton and 
Hongkong, Frequently whole gangs 
ot smugglers go to Hongkong, purchase 
banned merchandise—usually luxury 
items or other types of small, easily 
carijed articles with a high value—: 
and carry it back with them on the 
tram as hand luggage. At a prearrang- 
ed point, usually at a spot where the 
train’s speed is reduced, the passengers 
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throw their “luggage” out of the win- 
dows to friends and relatives waiting 
beside the tracks. Upon occasion, it 
is said, a particularly large shipment 
is made and the smugglers, having 
previously arranged with the engineer 
tor the train to be slowed at some 
particularly remote spot. are met by 
confederates who employ a fleet of 
trucks to haul away the loot. 


Although the British make some 
effort to watch Hongkong’s outgoing 
eargo, it is generally felt that they 
are not prepared to exercise the amount 
of control that would be necessary to 
eliminate the smuggling trade. As one 
Hongkong paper recently pointed out 
editorially. it is essentially up to the 
Chinese officials to do the job and that 
as long as ships in detention in Chinese 
waters, like ‘the aforementioned one, 
allegedly, can be boarded by thugs 
and “robbed” of their banned cargo, 
jt is difficult to see how the Centrad 
Government can criticize the Hong- 
kong Government for its inattention to 
China’s laws. Further, many observers 
believe that it is up to China to en- 
force her own laws by her own efforts 
and not to be dependent upon an out- 
side power in such matters. 


Another aspect is that from a self- 
interest point of view, the British can 
hardly be expected to take steps aimed 
at diminishing the prosperity of such 
an important Empire trading center as 
Hongkong. Te Crown Colony, which 
has virtually mo industry, exists al- 
most solely as a transhtoment point 
for various parts of Asia, with South 
China being the major area serviced. 


Aside from the legal aspects, it ap- 
pears that South China has had more 
success in working out its economic 
difficulties—as far as imports and ex- 
ports are concerned—than the rest of 
China. While admittedly such a system 
has its disadvantages in that, for 
example, the Central Government does 
not derive any revenue from the trade 
and a‘so is unable to prevent the was- 
tage of scarce foreign exchange upon 
luxury or other unnecessary imports, 
it does show that the arguments that 
China cannot trade with other coun- 
tries are not valid. 


Chinese products, when compared in 
value with imported merchandise, are 
not too expensive to be sold abroad. 
South China today has, for all prac 
tica] purposes, an export-import link- 
ing system, with the ,Hongkong open 
market supplying the facilities for 
market qsupplying the facilities for 
freely exchanging currencies and pro- 
ducts. The fact that South China’s 
foreion trade is growing, desvite re- 
gulations designed to restrict and 
strangle it, and despite the heavy tolls 
exected on both imported and export- 
ed merchandise by smugglers corrupt 
cficials and clumsy methods of trans- 
portation, should certainly give Nan- 
king something to ponder, 
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SHIPPING RETURNS OF CHINA 


The shipping returns of China re- 
flect the deteriorating foreign trade 
position of China. While before the 
war the gross tonnage of shipping in 
China’s foreign and domestic traffic 
amounted to approximately 12 mil- 
lion per month in 1936, about 73 
million per month in 1937, and about. 
4.8 million per month in 1938, the 
monthly average for the first five 
months of 1947 is only about 
1,460,000. 


Chinese ships and junks and for- 
eign flag vessels which entered Chi- 
nese ports and cleared from there 
during the first five months of 1947 
tetaled 17,368,185; excluding Chinese 
junks the shipping tonnage _ for 
January to May aggregated 6,788,569. 
During the month of May 1947 the 
total tonnage amounted to 1,403,130 
‘excluding junks. 


Below are the detailed shipping 
returns of China for May and the 
first five months of this year both 
by ports and by flags. 


American and British ships ac- 
counted in 1947 for. 60% of the 
total tonnage; American ships hav- 


ing been responsible for 33% 
British ships for 27%. Chinese 
ships; excluding junks, accounted 
only for 14% of the total of ships 


and 


entered from and cleared for abroad. . 


The increase of Japanese ships in 
the trade of China is remarkable 
and it appears that before the year 
is out the Japanese flag will have 
resumed a leading position again. 
Soviet ships call more frequently on 
Chinese ports but are only engaged 
in trade between China and the 
USSR. European shipping continues 
to be very active in Far Eastern 
waters which also is revealed in the 
Chinese shipping statistics for this 
year. 


The practical elimination of North 
China from trading with abroad is 
impressively illustrated by the ship- 
ping returns by Ports; while before 
the war the ports of Tientsin and 
Tsingtao were only next to Shanghai 
in importance they have virtually 
faded out from the shipping picture 
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of China. The prosperity which 
Hongkong enjoys since the end of 
war has had wholesome effects on 
the economy of South China as a 
whole. 


Shanghai accounts now only for 
about 55% of all shipping, followed 
by the South China ports of Kowloon 
(meaning the Chinese Customs 
stations around the borders of the 


British Colony), Canton, Swatow, 
Amoy, Lappa (ie. the Chinese 
Customs stations around the Por- 
tuguese Colony of Macao), Lui-’ 


chow. North China ports account 
together for only 64% of the total 
and South China ports, incl. Taiwan, 
account for about 38% of all ship- 
ping which entered from and cleared 
for abroad during Jan. /May 1947. 


Hongkong shipping returns for 
May 1947 showed a total of 1,375,557 
tons, or only 27,000 tons, i.e. about 
2%, less than all ports of China dur- 
ing May. Hongkong’s shipping for 
Jan./May 1947 showed a _ total of 
6,336,000 tons, or 452,000 tons, about 


during 


this 


year. 


On 


the 


other 


hand, South China ports are doing 
a relatively 
which is a consequence of the rather 
less disturbed conditions in this part 


flourishing 


business 


CHINESE SHTPPING RETURNS 
I. BY PORTS 
May 1947 
Total. Entered. Cleared. Total. 
No. Tons. No. Tons. No. Tons. Now “ilons: 

Chinwangtao 22 70,974 12 32.407 10 38.567 64 232,645 
Tientsin hn, 9 26.730 4 12.431 5 14.299 49 148.945 
Tsingtao acm Fi 23.559 3 8.282 4 UH2T 43 134.702 
Shanehaji .... 224 8046 37) 112 408.245 112 398.126 1,042 4,080.177 
Foochow — 8 10.714 4 5.995 4 4.719 40 62.389 
URTNION, wg tucasevte © = 33 99.924 15 47.618 18 52 ,a UL 130 330.251 
Maipehia aaecee: 17 38.650 5 6.940 12 31.710 45 101.857 
Tainan 13 47.871 5 22.614 8 25.257 39 141.887 
Swatow 120 127.034 64 59.849 56 67.185 530 488.177 
Canton A746 115-461 310 52.949 366 62.512, 8.074 529.740 
Kowloon... .2..188 127.017 1,065 64.501 1,118 72.516 10,297 #92912 
Tanna vive cecsc 1,314 54.173 662 27.522 652 26.641 6.358 241.201 
Nanning OR 19.867 11 5.405 15 5.462 120 29.098 
Luichow 498 80,432 248 41,368 250 39,064 595 173,584 

Total 5.150 1.649.777 2,520 796,131 2,630 853,646 22.426 17.368,185 

Il. BY FLAGS 
May 1947 
Total. Entered. Clesred. Total. 
No Tons. No. Tons. No Tons No. Tons. 

American 130 419,053 65 211,541 65 207.512 653 2,205,956 
British 202 359,843 95 169,278 107 190,565 981 1,819,256 
Chinese (excl. 

Junks) : ... 2,614 246,647 1,274 116,490 1,340 130,157 12,225 972,621 
Chinese Junks 2,032 130.0288 1,006 63,953 1,026 66.085 7,908 579.616 
Danish. ee 11 45,075 4 17,353 Hf 27,722 49 200,299 
French? .2..3; 5 27,920 2) 5770 3 =e16;150 10 65.880 
Italian’ — acs. — —— —_— —= — — 2 7.314 
Japanese eae 28 79,886 14 42.345 12 37,541 U5 246.221 
Netherlands 28 131,522 13 64.841 15 66,691 72 338,351 
Norwegian: : . 43 77,300 19 33,983 24 43,317 200 392,367 
Pariamanian:.. 10 29.787 5 17,706 5 12,061 62 182,209 
Philippine 14 28,955 6 42,782 8 16178 55 113.478 
Portusuese 10 8,900 5 4,450 5 4.450 64 20.584 
Swedish ..... 14 36.821 7 18.411 iG 18,410 39 117,325 
WSIS (Rae ce 4 8.616 2 4,308 2 4.308 16 34.466 
Others’ 3°... ; 7 19,424 3 6,920 4 12,504 25 72,062 


Total 


62%, 


more shipping 


less than all 
Compared with Shanghai 
1947, Hongkong handled about 65% 
tonnage than the 


ports of China. 


commercial metropolis of China. 


Jannary-May 1947 


Entered. 

No. Tons. 
37 125.081 
Hees 68.227 

21 60.814 
540 2,080.238 
18 31.378 

67 172.576 

16 35.151 

18 67.083 
301 238.850 
1520 260.020 
5.997 354.023 
3,246 125.522 
53 14.487 
299 89,880 


11.457 3.703.421 


Cleared. 

No, Tors. 
27 107,564 
26 80 618 
22 73.888 
502 1,999.929 
22 31.011 
63 157.875 
29 66.706 
21 74.204 
229 249,327 
1/553 269.740 
5.000 338.889 
S112 116 268 
67 14.631 
296 83,704 
10.969 3,664.764 


January-May 1947 


Entered. 
No. Tons. 
340 1,137,575 
488 906,099 
6,216 498,817 
4,092 292,706 
23 91.495 
5 32,940 
1 3,657 
39 123.540 
35 170,208 
97 189.679 
26 91,977 
25 52,287 
32 10.282 
18 53,761 
8 17.333 
12 31,065 


No. 
313 
493 


8 
13 


Cleared. 

Tons. 
1,068,381 
913,157 


473,804 
286,910 
108,804 
32,940 
3.657 
122,681 
168.143 
202.688 
90,232 
61,191 
10.282 
63 564 
17,333 
40,997 


eae Weak: he ele i ee ee et Ee 
..5,150 1,649,777 2,520 796,131 2,630 853,646 22,426 7,368,185 11,457 3,703,421 10,969 3,664,764 


during 
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EXCHANGE & FINANCIAL MARKETS 


THE GOLD MARKETS 


Gold prices all over the world on 
free or black markets show recently 
firmness and the debacle of the free 
convertibility of sterling has added 
momentum to the upward tendency 
of gold. The leading free gold mar- 
kets in the Near East advanced 
quotations and are good buyers pro- 
vided that sufficient US dollars are 
available. The free gold market of 
New York which is supposed only to 
deal in non-U.S. gold quotea last 
week one troy ounce hetween USS 
43; to 45. This price is the stand- 
ard according to which bullion 
brokers calculate. The Hongkong 
gold cross. rate last week moved 
around US$57/58 per oz, the Shang- 
hai cross rate, at the official open 
market rate of the Central Bank of 
China and the black market price of 
ar bars, fluctuated between US$ 


There is much talk of gold nation- 
alisation in China. The Govt cf 
course would be happy if they could 
enforce it but the undisciplined 
citizens and the continued high de- 
gree of inflation would frustrate any 
such attempts. The Central Bank 
in Shanghai still quotes a nonsensi- 
cal rate for gold, viz CN$480,000 per 
oz, against a black market price of 
CN$2; to 23 million. Since the Chi- 
nese Govt has recognised as from 
August 18 the prevailing black mar- 
ket exchange rates as “open market 
rates” it remains now to get off the 
high horse and let gold also find its 
natural price level which shculd be 
in the neighbourhood of the current 
US$/gold cross rate. 


Manila open gold market 
Philippine mined gold (Big Wedge 
mine) around US$47 48. The Philir- 
pine Govt is most anxious to see a 
higher gold price, officially or un- 
officially, all over the world. At the 
U.S. Treasury and Bank of England 
fixed price of US$35 per oz thn 
Philippine gold miners (and _ their 
American backers) claim with great 
emphasis that production would be 
unprofitable. The Philippine econo- 
my is just recovering and cannot 
dispense with the gold business and 
consequently no interference by the 
International Monetary Fund (IMF) 
will induce Govt and business men 
i. Manila to cut their own throats. 


At the end of June 1947 the IMI 
requested all member states to ceasc 
forthwith directly or through their 


quotes 


citizens any gold transactions 
at rates higher than the IMF 
parities. The American Govt on 


July 22 suspended free gold markets 
in the U.S. allowing only such gold 
transactions which were carried on 
in bullion of non-U.S. provenance. 
Brokers and:bankers protested and 
tthe legality of this: prohibition was 
called into question; eventually the 
ban remained and gold transactions 
were, although with some hugger- 
mugger, continued. 


The Bank of England on July 24 
also banned gold transactions above 


the monetary parity which measure 
resulted im protests and a flood of 
arguments which all belaboured the 
Bank to refrain from interfering in 
a trade which by & large earned a 


‘good balance in US$. London brok- 


ers at first stealthily and then with. 
the usual self-assurance kept the 
flag flying at around US$43/44 per 
oz, fob London. 


For the -time being the interna- 
tional free gold markets quote one 
troy ounce about 25° higher than 
the official fixed prices (IMF mone- 
tary parities). Hongkong in tune 
with Chinese black gold markets 


however, quote recently one troy 
ounce about 60/70% above’ the 
parity. In our last issue page 301 


gold cross rates for the months Jan. 
to July 1947 were given. It appears 
that local and Chinese gold quota- 
tions are unreasonably high; at best 
a price of US$50/52 per oz should 
be conceded as long as the free New 
York market charges around 43/45. 


The local gold market ruled last 
week firm and the spot’ turnover 
was heavy. Exports to China were 
rather small on account of either 
par or even lower prices prevailing 
in. Canton and South China markets. 
The about 50,000 ozs of gold recently 
flown into Macao. by flying boats 
have been largely disposed of either 
to Rangoon or directly to China: 
only relatively small quantities of 
Macao gold made the detour to 
China via the Colony. Last week’s 
maximum and minimum rates were 
3635 and 3483 resvectively per tael. 


THE AMERICAN DOLLAR MARKET 

The decline of free sterling in New 
York caused the local T.T. rate for 
HK$ to move up; local speculative 
buying of US$ in any form increased 
the tempo of the downward move- 


ment of HK$. There were many 
people here who again started 
to hedge ir US bank notes which 


caused the rate to go up faster than 
the price for drafts. The week’s 
highest and lowest prices were as 
follow:—bank notes HK$513-500; 
drafts 508-502; T.T. 523-517. Ex- 
change shops sold US notes in some 
cases as high as 518 but such tranrs- 
actions were not recorded at the 
local Gold and Silver Exchange So- 
ciety. , 

The legalisation of the former 
black market rates in China as from 
August 18 with the daily announce- 
ment of official open market rates 
by the Central Bank of China and 
the Yoreign Exchange Stabilisation 
Comriittee will lead to a substantial 
reduction in US$ Chinese family -re- 
mittances routed through Hongkong. 
This process will be a slow one but 
is certain to affect the loéal T.T. and 
draft rate for US$. Furthermore, a 
fair amount of China produce which 
used to come down to Hongkong for 
re-exnort for the sole purpose of 
evading the compulsory surrender 
ot Chinese export bills at the official 
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rate of exchange of the Central 
Bank of China is expected now to be 
shipped out of Shanghai and other 
ports. Less US$ in New York will 
result for Hongkong’s T.T.. market. 


‘On the other hand, demand from 
Shanghai importers will decrease as 
more foreign exchange from remit- 
tances and export bills will be avail- 
able at open market rates at the 
Central Bank’s appointed exchange 
banks. This decrease will also be felt 
gradually. Chinese capital transfer 
which cannot be satisfied at the 
open market rate at home will con- 
tinue to take off some funds from 
the local T.T. markets. The demand 
from Near Eastern merchants. has 
already dropped much since Egypt 
left the sterling area and may not 
amount to much in the near future. 
There has been organised in the 
Levant some _ substitute market for 
the previously flourishing exchange 
o? Cairo but the expected tightening 
o: sterling the world over and the 
introduction of rigid controls with- 
in the sterling area (now to develop 
again into a bloc) will not permit of 
any appreciable expansion of the 
business of Near Eastern importers 
via Hongkong 


The overriding influence on the 
local US$ T.T. market is for the 
time being the tendency on the free 
exchange market of New York 
Local holders of accounts in the 
U.S. are refusing to sell, anticipating 
further declines in the free sterling 
rate; to bolster still more the rate 
a number of speculators and nervcus 
investors want to open accounts in 
New York and to transfer their local 
holdings into US$. Little do they 
realise that the free rate in New 
York is now made by an_ inter- 
national group of speculators who 
bave been selling forward large 
amounts of sterling probably in the 
hope of cashing in later but there 
is also some strong suspicion that 
other motives are behind this con- 
centrated short selling of sterling in 
New York. 


Whatever the reasons for the de- 
cline of the ffee sterling rate it is 
practically impossible to gain a clear 
picture of it here and only proper 
understanding of the causes of the 
decline and an appreciation of the 
future tendency should allow local 
investors to venture on the thin ice 
of New York. By engaging them- 
selves in the T.T. New ‘York market 
local speculators are no longer able 
to judge the situation for them- 
selves, at best they may trust to the 
decency and intelligence of a broker 
who is handling their fortunes. 


STERLING /US 


DOLLAR: 
RATES 


CROSS 


Sterling <n the free market in 
New York registered record low 
levels for 1947. Resident or trans- 
ferable sterling was sold at the hbe- 
ginning of last week between US$%2.90 
to 2.95 but on August 22 it declined 
to about 2.80 and some business was 
reported to have been done under 
this level. Reliable rates arrive here 
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only with delay. The local cross 
rate remained during the beginning 
of the week around US$3.08 but tvo- 
wards the close fell away to 3.06 
with a tendency to catch the New 
York cross rate. 


At the official Chinese exchange 
rate, the only one published before 
Aug. 18, the cross rate was bctween 
US$3.50 to 4. After Aug. 18, at the 
open market rates of China, the 
cross rate worked out US$3.20 but 
was changed during the week 
several times until at the close it 
stood at 3.11. The Shanghai black 
market quoted a crossrate of about 
$2.80 / 2.90. 


CHINESE DOLLAR FIRMNESS 

The Chinese exchange market has 
experienced a temporary  stabilisa- 
tion with the open market exchange 
rate system adopted by China from 
the beginning of last week. All 
CN$ rates here were firm and stable 
and fluctuations were insignificant 
during the latter part of the week. 
Local spot and forward rates ‘or 
bank notes differed only about 3 to 
8 points. Highest and lowest aquots- 
tions for the past week were: spct 
$150-$1393; forward $145!-$124; 
Shanghai remittance $136-115. Can- 
ton remittance $141-128 (discount on 
Sora remittances in Cantan 5- 

%). 

The highest Shanghai remittance 
rate equalled CN$7,360 (for HK$1) 
against the official open market rate 
in Shanghai of CN$7,650 selling, CN$ 
7,350 buying, at the end of last week. 
The local spot bank note quoted be- 
tween CN$6,900 to 6,660 per HK$}. 
ie. about 10% better than tke 
Shanghai rate. 


BANK NOTE MARKETS 

Sterling notes were bought: in 
larger parcels and the local exchange 
shops’ price improved from $13.25 at 
the opening of the week to $13.80 at 
the close. The reason given for 
pound purchases was that more 
travellers were bound tor U.K. Since 
last week it is, however, no longer 
legal to import into U.K. more than 


£5 (or to take more than_ this 
amount out of the country) per 
head. 


Piastres were the medium of large 
business with. rates going up to $15: 
both as a reaction to the weakness 
of sterling and influenced »by the 
favourable developments in the poli- 
tical negotiations between the 
French and the Vietnamese. Nica 
guilders remained around the same 
level.as previously and baht were in 
good demand but were not steady. 
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TREASURE TRADE OF HONGKONG 


During July gold exports valued 
$3,765,000, a quantity of about 
13 /14,000 taei, all of which was ship- 
ped to Macao. This gold represent- 
ed the Jast part of bars and coins 
previovsly ordered from Mexico and 
the U.S. which was held in transit 
in Hongkong waiting for eventual 
shipment to its destination. 


Silver exports in July amounted to 
a value of $3,413,056. a quantity of 
about 15 million ounces, all of which 
was shipped to India. This consign- 
ment represented one of the last 
parts of previous orders placed here 


wo 
bo 
qt 


for shipment to an Indian native 
state. All silver exports from Hong- 
kong require an export licence by 
the Financial Secretary which in 
case of India wil! only be given if the 
Reserve Bank of India import permit 
is shown. 


There were no gold or silver im- 
ports during July. 


Bank notes to the value of $100,000 
were exported to China in July. 


SILVER TRANSACTIONS 


The anxiety felt by so many here 
about the stability of HK$ also in- 


HONGKONG OFFICIAL EXCHANGE RATES 


AGREED 


MAXIMUM SELLING 
STERLING. 1/2 15/16 denvery within 
2 months with 
a cut of 1/32 
for every fur- 


ther 3 months 
forward. 
GC 
(East & South 
Africa) 
—Dc— 
(West Africa & 
West Indies) 
RUPHES (India) 82 % 
—Do— (Rangoon) 82 %4 
—Do— (Aden) 82 % 
STRAITS $ 53 
U.S.$ 34 15/16 delivery within 
CANADA months with 
a cut of 1/16 
for every fur- 
_ ther 3 months 
’ forward. 
U.S.$ NOTES. 
AUSTRALIA. 1/6 % 
NEW ZEALAND, 1/6 7/16 


MERCHANT RATES 


MINIMUM BUYING 
1 g2 Tu 

1/16 
3/32 
1/8 
5/32 


O/D. 
50d/s. 
60-90d/s. 
120d/s. 


1/8  O/D if under L/Credit. 
3/16 O/D with L/Credit. 
1/32nd. up every 30d/s. 


5/16 O/D if under L/Credit. 
3/8 O/D with L/Credit. 
1/52nd up every 30d/s. 


hee 

O/D. 

7 & 30d/s. 
60d/s. 
80d/s. 


83 Ms 


84g 
ots 
34° 5% 


All buying rates 
1/16th higher than’ India. 


84 % O/D if under L/Credit. 
84 % O/D: without L/Credit. 
64 3 30 & 60 d/s. 

oes eee THT ee OD! 

34% «© 30 & 604/s. 

§5 ay OF ape 

20 5/16 .O0/D—30d/s. 

25.. 3/8 60—90d/s. 

5 3% (Banks to. pay Insur- 


ance and Postage). 


1/6 % 7. 
1/6 15/16 O,'D. 


1/6) 23/1600. 
16 7/8 O/D.. 


HONGKONG UNOFFICIAL EXCHANGE RATES (IN HK$) 


‘CN$ (per one million) 


Gold per Tael ‘Spot — 
Aug. Hish Low High Low 
18- 365% 365 140 13935 
19 367 358% 148% 140% 
20 3RRR 352 145 144% 
21 359% 351 145% 143% 
22 306% 34846 145% 145% 
2 365% 360 150 1456 


Forward S’hai Canton US$ 
High ~ Low TP. T.T. Notes 
134 124 125 132 512 
140 134 120 136 510 
139 135 130 136 512 
140% 136 130 136 503 
140 138% 130 136 500 
145% 138% 135 140 520 


(per 100) 

(per 100) 

Draft T.T. I.C.$. Guilder Baht 
508 521 14% 33% 24% 
508 520 15% 34 25 
505. 520 15 36% 25% 
502 518 14% 35% 24 
505 518 15 34% 24 
513 522 14% 35 24 
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fluenced the silver market which 
reacted with somewhat stronger 


rates caused by heavier purchases. 
Silver as a hedge is now less popular 
but in a crisis as currently arousing 
all markets it is being bought espe- 
cially by the small investors. 


Last week’s closing prices were 
around $2.90 per ounce or $3.46 per 
tael, a price which equals about 45 
pence. The current more or less 
nominal rates in London and New 
York are respectively 42 pence and 
69: cents. 


Indian buyers are still both in the 
local and in other Far Eastern 
(Manila, Bangkok, Rangoon) mar- 
kets. It is especially an emissary of 
a Maharaja who has buoyed up 
prices here by indicating that de- 
mand for silver in various Indian 
states is large and that only the dif- 


ficulty of transportation holds up 
business. Since the Govt of India 
has also suspended transit ship- 


ments (cf. our issue of July 8, page 
131) the local silver market was 
quiet and very little new export busi- 
ness was contracted. However, the 
ingenuity of the said Maharaja who 
wants to airlift silver from Manila 
and Hongkong straight into his do- 
main may, if this idea is workable at 
ali, change the whole situation. 


JAPANESE AND KOREAN CUR- 
RENCIES 


_. With resumption of private trad- 
ing with Japan now under way the 
question of establishment of an of- 
ficial rate of the yen in terms of 
world currencies is at present studied 
by the Far Eastern Commission and 
an early decision is expected. The 
SCAP ruling on yen with regard to 
military requirements of the occupa- 
tion forces remains at 50 yen to one 
US$._ The expected exchange rate of 
the Bank of Japan will probably be 
between 100 to 200 yen per US$1. 


As regards Korea no official ex- 
change rate exists in the Southern 
(US controlled) part. Before the 
war a Korean yen was worth approx- 
imately 23 cts in U.S. currency. 
Until March 11, 1947, the exchange 
rate had been set by the U.S. Army 
at 15 yen to $1. On March 1i Gen- 
eral MacArthur announced qa new 50 
yen to$1 exchange ratefor American 
military personnel and American 
War Department employees in Jaran 
and Korea. Because of _ inflation, 
the actual purchasing value of the 
yen is more than 100 to $1. 


Since trading with Korea on a 
private basis is now developing and 
promises to grow into a substantial 
business the current form of barter 
trading is unsatisfactory and not 
advantageous particularly for the 
Korean economy. 
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HONG KONG’S TRADE IN JULY 


(By a Trade Analyst) 


The trade recession which is caus- 
ing concern in some overseas coun- 
tries has not yet cast its shadow on 
Hong Kong. In July imports in- 
creased to $142,562,952 as against 
$130,474,333 in June, while exports 
rose from $100,472,154 in the previous 
month to $102,840,573 for July. : 

Exports to the British Empire 
countries rose by almost $8 million. 

Imports from the United Kingdom 
were some $3 million less than the 
previous month, as shipments of dye- 
ing materials and tobacco fell away 
by $1 million each. 

Exports to the United Kingdom, 
however, showed a small increase of 
$; million, mainly foodstuffs and 
mineral ores. 

Imports of foodstuffs from Austra- 
lia increased by $2 million, but piece- 
goods and textiles fell away by more 
than $1 million. 

Exports to Australia were almost $3 
million less, mainly oils and fats. 


HONGKONG STOCK 
& SHARE MARKET 


Last week’s market showed all the 
indications of improving and the re- 
cent setback has brought in many 
buyers. A fair number of holders hav- 
ing sold out are now unable to find 
cther suitable investments and have 
come in again at higher rates than 
they realised. Any demand is not eas- 
ily satisfied and only little buying is 
necessary to show how bare the mar- 
ket is of stock. 


The steady advance of gold and US$ 
quotations here has so far not affect- 
ec the Stock market; the continued 
ard slightly expanded strike of 
mechanics in local dockyards, utilities 
ana a number of factories has proved 
a deterrent for over-anxious investors 
who prefer to wait until the strike has 
been settled. It is of course obvious 
that there will be a general advance in 
quotations as soon as normal working 
has resumed but it is yet too early to 
see the end of this labour trouble. The 
strength of gold and unofficial exchange 
rates—provided that it lasts which is 
by no means certain—will in due 
course influence the share quotations 
which ought to appreciate in similar 
proportions. 


Banks and Insurances were taken 
off the market in fair sized quantities 
and continue in good demand. Docks 
improved in spite of the mechanies’ 
strike from $37 to. 42. China  Pro- 
vidents were steady at $24 and Wharves 
are in demand at 225 with no sellers 
at the close of the week. China Un- 
a fluctuated between 5 and 


Hotels remained neglected. at 24 
with a small businss done at 24 and 
up to 24%. Realties were wanted at 


_ The fall in imports from Burma is 
attributed to fewer shipments of rice. 

Exports to Ceylon showed a _ wel- 
come rise of $1 million, mainly food- 
stuffs and provisions, while exports 
to India jumped $23 million, mainly 
metals and sundries. 

Imports from Malaya on the other 
hand were down by $13 million, main- 
ly sundries, but exports to Malaya, in 
rising $1 million. made that country 
Hong Kong's best customer. Malaya 
took additional quantities of building 
materials, Chinese medicines, paints,. 
piecegoods, paper and sundries. 

Exports to North Borneo also rose 
by almost $1 million, mainly paper. 
textiles and wearing apparel. 

The large increase of imports from 
South Africa $14 million, is account- 
ed for solely by supplies of coal. The 
market for Hong Kong wearing ap- 
parel in West Africa is on the in- 
crease. 


16 following the report that the last 
piece of property at Repulse Bay had 
been sold. The Company now has 
practically liquidated most of its assets 
and shareholders can lcok forward to 
receiving a return of capital. appreci- 
ably higher then the market rate. 


Hongkong Lands improved to 81; any 
shares offered are being readily ab- 
sorbed. 


Trams continue steady at 26. Star 
Ferries are on offer at 132 and Yau- 
matj Ferries at 29, H.K. Electrics and 
China Lights had a large turnover last 
week and were higher at the close, 
business having been done up to $76% 
and 19.30 respectively. 


Macao Electrics after having been 
dormant for some time were once again 
in demand but no scrip was coming out: 
and the rate went up to 24 from 21%; 
at $24 a small parcel changed hands. 


Cements sold at first at 33 but later 
eased off to 32; in these shares, in spite 
of the temporary closure of the fac- 
tory owing to the strike, there is a per- 
sistent deman& which is indicative of 
higher rates. 


Watsons improved during the week 
and closed at 63%. Large parcels of 
Dairy Farms were taken off the -mar- 
ket at 80% to 83%. 


Telephones, old, were neglected at 
47 to 48 while the new shares which 
are only partly paid up ($5) remained 
around 36%. 


The Mercantile Bank of India has 
declared an interim dividend for the 
year 1947 amounting to 5% less tax. 

The shares of the Union Insurance 
Society of Canton Ltd. have been 
exempted from the restrictions under 
the Moratorium Proclamation and can 
now be freely transferred. 


1947 


Imports from Europe maintain 
their steady rise, those from Bel- 
gium being $3 million in excess of 
the previous month. $2 million is 
represented by metals, but increased 
quantities of paper, textiles, build- 
ing materials and manures were sent 
by that country. 

Exports to France rose by almost 
$1 million, mainly oils and fats. 

Germany appears in the trade re- 
turns for the first time since the 
cessation of hostilities, and a small 
quantity of oils and fats and a little 
tobacco was sent to the British zone. 

Imports from Holland shows a sub- 
stantial increase in chemicals, paper- 
ware and textiles. ~ 

More textiles came from Italy but 
exports of oil and fats to that coun- 
try dropped almost 50%. 

An increase of $1 million in im- 
ports from Norway was additional 
paperware, while Switzerland sent an 
additional $3 million of chemicals 
and dyes. : 

Exports of oils and fats to Sweden, 
poner es fell away by almost $1 mil- 
ion. 

There were small increases in trade 
with other European countries, 
namely Finland, Greece, Portugal 
and Denmark. 

The trade with the Near East is 
becoming active with Syria. Turkey 
and Palestine as interested pur- 

. Chasers of Hong Kong produce 

Most of the Colony’s trade, how 
ever, remains with the Far East. 
Imports from North China dropped 
$1 million as fewer textiles, food- 
stuffs and hardware were sent to the 
Colony. 

Exports to North China, however, 
rose by $2 million, mainly Chinese 
medicines, dyes and motor vehicles. 
There was a slight increase in chemi- 
cals and manures to middle. China. 

Imports from South China jumped 
by $4 million as increased quantities 
of foodstuffs ($2 million) and textiles 
($1 million) were sent to the Colony. 

The Chinese Import licensing 

“policy, however struck a cruel blow 

at the export trade into South China, 
which dropped from $22 million in 
June to $12 million in Juiy. The 
major loss was in chemicals, dves, 
metals, and paperware, ($1 million 
each) while there were large de- 
creases in Chinese medicines, food- 
stuffs, hardware, paints, textiles, 
vehicles and sundries. 

Imports from Japan advanced by 
almost $14 million worth of coal. 

Trade with Macao, on the other 
hand, experienced a boom, as imports 
increased by $3 million, foodstuffs 
and textiles ($1 million each), mine- 
rals ($4 million), while exports jump- 
ed $25 million, mainly oils and fats 
($1 million), tobacco and Chinese 
mnedicines. 

Trade with Siam remains active. 
Imports have increased by some $23 
million, of which oils and _ fats ac- 
counted for $1 million but there were 
large increases in railway materials, 
nuts and seeds, foodstuffs and build- 
ing materials. 

Exports, which were up by $4 mil- 
lion, indicate a tremendous demand 
for textiles ($23 million), Chinese 
medicines, chemicals and foreign 
type foodstuffs. 
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THE TRADE OF HONGKONG FOR JULY AND 
FOR THE FIRST SEVEN MONTHS OF 1947, 


Imports of merchandise into the 
Colony of Hong Kong during the 
month of July, 1947 amounted to a de- 
clared value of $142,562,952 as com- 
pared with $95,274,600 in the month 
of July, 1946. The figures include Gov- 
ernment sponsored cargoes. 

Exports of merchandise totalled a 
declared value of $102,840,593 as 


compared with $86,455,643. 

Imports during the first seven 
months of 1947 amounted to a declared 
value of $801,666.051 as compared 
with $440,515,011 in the first seven 
months of 1946, 

Exports totalled $662,231,995 as. 
compared with $332,977,293. 


TOTAL VALUES OF IMPORTS & EXPORTS OF MERCHANDISE 


BY COUNTRIES 


Countries as! 
United Kingdom ....... 1,993,109 
Australia’. cece ae 3,649,913 
SU ie, arisys.. cational tote Geete ss 
Canada O .... ingens 1,694,799 
Ceylont hs cccissu tera? ietaens 24,803 
Hast -AUICa —. cetera. 

Batol heh pac epee ane eee sd mere 10,613,702 
Malaya (British) ....... 7,957,019 
New ;Zealand- seers tener 

North (Borneo “ye. cee. 339,399 
SouthwAgricay ~~“ Saeqren.... 14,928 
WiestGAtrica. «Achy ats 

Wiest Indies: sac atne acne 700 
Brwimpire, Other’ s.e.-- 3,155,946 
Belgie = <..55. Set es 878,292 
China; North $5 3.5 .ctes« 7,619,434 

ee PMiddie yth.cew. hes 2,022,202 

A Souths foe ttaes... 15,201,186 
Cae B46 os SIRO sas 
Central “America: — sijsiess os 
Denmarks .<tawee doses. 133.021 
DSVIOtAMIMR 32.5. ist emacs 23,900 
France fie. sc 3.: t aeieekase 18,772 
EIN GOw CONS sa ste ree ous 10,798,605 
Germanys 6.11 chunstochs ten 
POHANG Bh hie Ailes 6 el aus 8,360 
REALS Paani cee mite ce 
DAD AID MMs azausnstis orate es ous 
Kwong Chow Wan ...... 634,319 
MaCRO Rie «5,0. Mekelsae otek 7,612,994 
INORWEYa «=< Sqateerelou- 343,103 
Neth. East Indies ... 

Philippines © i a0 1eds «4 1,598,818 
Poxrtigal we. ae 78,508 
SEI Bee Serene ohacsa ye ee 3,347,554 
South “America “). 355). —_—— 
SWEGEHE Seat oniiilevs Geo sgotnue 324,317 
Switzerland <).00eeen.. es 439,078 
Spare BAF Bor een dacr ie ae 17,824 
WS Age Oita Bie as a Sons 14,659,435 
WES:SIRa certain rd 
OPER she cdeket seas eooeiine. 70,560 

+L NONE Benatar Cote .. 95.274,600 

Tota] Br. Empire . 29,444,318 

Total Foreign . 65,830,282 


#OR THE MONTH OF JULY 
IMPORTS FROM 


EXPORTS TO 
are 1946 1947 
$ 

16,358,536 2,959,417 2,788,684 
7,809,513 625,948 1,003,389 
3,012,435 12,390 $82,608 
2,093.783 63,000 272,270 
223,001 160,731 1,418,819 
325,633 2,100 62,454 
8,213,206 3,078,971 4,850,575 
6,143,335 20,886,959 22,227,970 
25,704 72,732 296,454 
600,314 115,274 1,354,409 
2,111,710 17,005 671,553 
1,800 274,180 
eee 24.448 102,766 
3,136,515 7,755 1,609,620 
7.047.818 335,843 765,445 
879,839 10,593,985 4,469,105 
3,116.851 4,995,320 5,384,631 
23,366,924 16,006,062. 12,198,821 
soa 49,448 
ext 36,554 77,464 
92.517 262.000 207,830 
50,562 195,711 561,756 
1,318,985 109,726 2,375,722 
1,137,002 4,329,972 2,364,238 
ae 219,425 
1,132,035 2,520 2,699,528 
915,154 172,200 1,066,694 
5,068,100 canes. 303,580 
276,006 163,723 201,807 
6,834,826 3,259,552 5,388,624 
1,348.841 5.040 299,341 
1,951,534 1,706,557 4,013,849 
675,688 1,437,990 6,760,584 
86,257 ae 11,800 
4,844.404 6,288,935 8,760,887 
meae 245,194 
306.934 1,159,852 591,652 
2,408,504 pees 1,440 
31,438 = —_ 
28,568,963 7,415,576 4,899,967 
413.491 Eee pel 
636,594 ws 1,106,010 
142,562.952 86,455.643 102.240.593 
50,053,685 27,978,525 37,815,751 
92.5909.267 58,477,118 65,024,842 


There was a slight recession in im- 
ports from the U.S.A. as dyes fell 
awav by ($1 miJlion). metals ($1 
million). textiles ($3 million), tohacco 
($1 million) and vehicles ($3 million), 
but fuels, mostiv oil, showed an in- 
crease of $45 million. 

Exports to U.S.A. were down hv 
some $5 million, of which metals ac- 
counted for $3 million, and oils and 
fats $2 million. 

Turning to commodities, the chief 
increases in imports have been in 
toodstuffs, and fuels, ($7 million 


each), paperware ($24 million) seeds 
and chemicals ($1 million. each) 
Imports of textiles fell away by $4 
million, tobacco by $3 million and 


Gyes $1 million. 

Exports of textiles during the 
month rose by $4 million, Chinese 
medicines by $35 million, oils and 
fats by $2 million and vehicles by $1 
nullion, 

Exports of metals, however, drop- 
ped $3 million, foodstuffs, dyes, 
peperware and wearing apparel by 
$i million each. 
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KUBBER TRADE OF HONGKONG 

The comparatively. big entrepot 
business in raw rubber of previous 
months fell off in July, where im- 
ports showed a drop of 77 percent 
and exports of 70 percent compared 
with June figures. The sudden de- 
crease of imports was attributed to 
the local price slump and to the un- 
changed quotations in Malaya, while 
the big drop in exports’ was chiefly 
brought about by the rigid Chinese 
import regulations since the-end of 
June as well as by the Hongkong 
Government’s Export Control Order 
which required exporters to surren- 
der 25 percent of the foreign ex- 
change derived from raw rubber ex- 
ports to the United States and other 
non-sterling areas. Merchants have 
now found it impossibie to re-export 
raw rubber to the United States 
without a‘loss of a few dollars per 
picul. 


Local prices dropped by $10-20 per 
picul by middle of July _ compared 
with June quotations, while Malaya 
guotations remained unchanged 
throughout June and July. 


During July only 7,938 piculs, a 
aecrease of about 65 percent against 
June, were exported from here to 
China, our largest purchaser of raw 
rubber. The re-expcrts to the Unit- 
ed States dropped from 5,023 piculs 
in June to 839 piculs in July. 

At least 80 percent of the 1,441 
piculs of raw rubber shipped to 
Macao from here in July’ were re- 
exported tc South Korea from the 
Portuguese Colony. 


Following is Hongkong’s raw rub- 
ber trade in July: 


Imports 
Piculs Value 
Malavae ccs. cactcesc0ee 6,2 $681,767 
N. Borneo 55,176 
Indochina 51,300 
NOB eas. cesodeaonel 153,900 
Totals 7.5. . 10,410 $942,143 
Exports 
Piculs Value 
7,938 $592.839 
1,441 89,011 
839 107,940 


10,218 $789,790 


TRADING WITH JAPAN AND GER- 
MANY 


Registering a 50 percent increase 
over the previous month, imports of 
merchandise into Hongkong from 
Japan during July totalled $5,068,100, 
while exports from the Colony into 
Japan for the same period amounted 
to $303,580, a decrease of about 20 
percent when compared with June. 


Imports from Japan during July 
were: $3,096,359 cotton yarn (one 
nullion pounds), $372,782 artificial 


TOTAL VALUES OF IMPORTS & EXPORTS BY MAIN GROUPS 
FOR THE FIRST SEVEN MONTHS:— 


IMPORTS EXPORTS 

Articles 1946 ae ve set 

$ : 
Animalsy-Liveto meats 16,461,612 15,902,934 375 
Building Materials ...... 8,685,933 14,563,191 1,259,513 oaegt! 
Chemicals & ‘Drugs ...... 11,806,224 33,906,547 12,064,339 22,666,3 
Chinese Medicines ...... 42,073,840 13,267,095 38,513,746 22,843,095 
Dyein & Tannin Ma- 

Tastee Reena 4 Re aiiiin 4,541,680 35.798,506 2,494,257 14,490,064 
Focdstuffs & Provisions . 112,909,992 122126554 56,640,322 82,256,234 
Fiyels ieee LA tes ee 3,969,739 15,459,090 255,072 416,930 
fiardware= 0) eee 1,630,632 5,223,737 3,860,240 6,938,093 
Liqucrs, Intoxicating .. 95,270,366 7,339,700 3,086,246 3,606,853 
Machinery & Engines .. 4,618,182 6,529,420 556,295 1,094,210 
Wanurecwe' ), reer 582,233 679,993 2,018,448 6,246,694 
Tletals: Pi) cence eens 9,773,531 51,750,091 13,031,013 41,400,444 
Minerals & Ores ........ 335,160 1,783,902 586,121 3,185,847 
BUS (@ \SCCUS #. cs cleetne ine 12,957,094 11,671,105 7,345,505 5,460,419 
Ollev@u Fats... ne re . 55,055,657 124,079,334 56,168,166 148,298,403 
Bans Hee crane tee "1.800.857 5,163.343 1,773 915 5 396 398 
Paper & Paperware ...... 13,394,373 32,816,293 12,416,753 24,927,770 
Piece Goods & Textiles .. $9,340.142 112,869,221 45.273.275 104,256,355 
Railway Materials 5,128 571,825 14,881 616 
aliccotmeiae neue: 10.858,497  —-93.787.122 2,362.109 6,148,684 
Vehicles) Aig Parsscsa 5,770,095 19,494,110 452,261 4,536,487 
Wearing Apparel . 5,244,567 7,287,632 8,905,137 24,374,461 
Sundries me an 73,429,477 139,595,306 63.899.679 130,620,189 

erchandise ....440,515,011  801.666.051  332.977,293 662,231,995 

ete ei es, ae 27,238 49,773,890 6,277,430 86,124,064 

Grand Totals y2seree 440,542,249 851,439,941 339,254,723 748,356,059 


— 


TOTAL VALUES OF IMPORTS & EXPORTS RY MAIN GROUPS 
FOR THE MONTH OF JULY 


IMPORTS FROM 


Articles pee 
Animals, Toive 7. 026 2. 2,619,830 
Buiicing Materials ...... 1,693,246 
Ch:micals & Drugs ...... 3,083,994 
Chinese Medicines. ...... 6,034,793 
Dyeing & Tanning 

Materials oo. 202. A _ 788,359 
Foodstuffs & Provisions .. 21,350.094 
10S) Cie aad Se tacit ncaraNre vinta 1,324,319 
IBY WAG oo te eaie hermes eis 312,516 
Téaucrs, Intoxicating a 982,158 
Mechinery & Engines .... 223,413 
MBWUTES Toe on Bia. 87,220 
Watahss eens okies oetues 2,478,101 
Minerals & Ores........ 2,210 
INUtssiéc SEGdSe” eo ome 1,895.363 
Oise & “Wats Sa. a eee 13,104,382 
Parntss Warm, eee 440,033 
Pacer & Paperware 2.992,693 
Piece. Good & Textiles .. 12,324,876 
Railway Materials 
Tobacco: 2°. >) Sees Sean: 2.311,426 
Wehteles ) 2 eRe. eee 2,584,558 
Wearing Apparel . 1,090,037 
SUB aes) eee. amen 17,550.979 

Tetal Merchandise . 95,274,600 

PESCASUIEG: a ovocavexcareeennonne — 

Grand Total . 95.274.600 


EXPORTS TO 


1947 1946 1947 

$ $ 
1,969,890 — —— 
2/324,690 426,030 1,157,186 
6,322,283 2,774,943 3,641,622 
1,325,556 6,829,879 6,003,751 
5,288,482 470,778 2,249,828 
28,298,000 10,197,619 14,810,910 
8,963,876 2,850 3,496 
913,795 972,254 1,299,218 
872,279 1,042,083 603,791 
1,194,248 29.823 189,050 
138,382 625,791 1,191,799 
11,189,933 3.333.108 5,146,212 
755.604 171.415 399,935 
1,660,009 885,051 826,964 
15.826,354  16,868.058 17,857,798 
766.564 290.985 972,461 
5,499,017 3,485.689 2.711451 
22,004,933  18.177,805 18,268,862 
127.058 ae ee Fae 
1,824.729 1.016.547 998.891 
2,250,240 304,505 1,563,403 
993.429 2749 959 3.454 16 
22.053.591 115.800.4771 19,492,805 
142,562,952 86,455.643 ~—-:102,840,593 
— 675.500 7.288.056 
142,562.952 87,131,143 110,128,629 


ns ss SS OS 


silk yarn (100,000 pounds), $1.394.904 
coal (18.354 tons). $3,320 empty bot- 
tles, $27.208 China ware. $80.118 
clocks and watches, $32.953 electric 
fans, $42,328 stationery, $10,312 dve- 
ing and tanning materials, $5,040 
paints and $2.6476 wood ware. 
Exports from here to Japan in 
Julv were: $89.115 printing paner, 
$103.000 Hessian cloth (120.990 
yards), $50,400 motor cars (5), $600 


curios, &35000 stationery, %49 fooda- 
stuffs, $7.000 hardware, $425 spirits 
and wines (12 gallons). 

For the first time since the end of 
war, Germanv appeared on our trad- 
ine list in July. There were no im- 
ports from Germarv but exnorts to 
that countrv from here in JuJ% tota}- 
led  $219.452. comprising $218,400 
worth of 1.680 piculs of wood oj] and 
$1,052 worth of sundries. 


1947 


TOTAL VALUES OF IMPORTS & 
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EXPORTS OF MERCHANDISE 


BY COUNTRIES FOR THE FIRST SEVEN MONTHS:— 


IMPORTS FROM 


Countries 1946 
$ 
United" Kingdom’ 2.0%... .4 11,952,850 
AUSURa LIA a al tumicassre.: . 13.401,696 
JSuE Rony ee Slot TOON ero c 
Parada wet clase oat peat 5.934,354 
Meviane Vat wcnlasmecreie ees 103,347 
Bast “Africa “is. css : 66,000 
IBGSREERE oak egcury eon ingcrt Saray EROS 31,350,010 
Malaya (British) ...... 41,740,373 
New Zealand ......... 21,300 
North Borneo 339,399 
SSOUELE. WAT. CAme Mesias guts 19,628 
WiestmA tricay 9 soe 5 sis —--— 
WiGEGMINGICR, G0 celts ae mucus 700 
Be.. Empire, Other ...... 12,499,832 
Belgium:  qvasands-). oe 36 2,157,023 
China, North . 53,822,550 
we Middle <ikwat © as 30,186,212 
at South Pian acu 88,731,935 
Cubar Met e. netees senise wets 
Central America ........ 20,000 
TBYsVage kz bale sare Ooms CocOiEES cic ee 
TS ptee Mae. atte eeeatis » fine 221, 
Wence PEA Hao le aks 301,868 
Fr. Indo China .........+ 26,868,786 
Germany ....-.-----s+9e% ——— 
Holland Foss: ee es 8,360 
tal gees. seat aimua sete ata ei 
PADATIOT TN.» pusiviste te’ shers te — 
Kwong Chow Wan ...... 2,234,923 
MacaQieisee artes pisuenccce ss 37,718,397 
INGE Way ta ete sfaramy. spree 3,679,284 
Neth. East Indies ...... 890,585 
Philippines Sis ois ecetauon 6,431,516 
Portuicalemrrestcts sc nies: 268,207 
CHE pee Sedercinre honterhey ages 13,232,047 
South America. ........ 12,000 
SWEGEH.  meeticcrresiss creticys. <a 374,215 
SwaAlZerland maa. «ole senses 1,032,350 
SHiay es Gated ce aca ape 55,364 
EGS Aare ee corte cise 54,154,426 
ES SSR Wie iaard'c areneronsvers @usre ee 
Othersiy oa. es. spahbactades 251,579 
Rota * agin carck «cmibyoxsinss)*:- 440,515,011 
Total British Empire ..117,429,489 


Total Férelgen <2 :5.. .: 323,085,522 


EXPORTS TO 


1947 1946 1947 
-$ $ $ 
87,311,876 10,346,060 20,001,555 
27,048,572 1,937,634 5,023,991 
8,030,585 18,258 3,455,496 
11,972,589 267,777 1,603,801 
990,027 341,552 3,274,028 
776,831 62,780 335,282 
30,696,873 9,522,416 15,832,552 
52,108,838 76,093,848 140,030,730 
142,227 126,242 1,153,292 
3,445,975 241,131 3,918,160 
5,653,589 99.724 8,153,819 
enegee 1,800 574,678 
6,284 29,929 227.917 
6,789,490 139,940 3,895,735 
25,882,431 360,728 5,131,728 
26,396,999 54,591,082 21,097,269 
21,598,102 19,716,100 30,902,549 
167,589,240 67,737,183 125,658,130 
6,480 75,600 648,108 
306,861 36.904 402.243 
424/940 1,622,851 888,078 
254,003 892.528 4,470,940 
6,911,404 163,613 8,116,045 
11,717,072 14,478,849 11,284,257 
219,425 
5,186,758 264,434 9,118,854 
7,909,388 172,200 7,990,621 
8.465,677 1,680,261 
3,926,854 645,198 1,521,425 
39.501.674  17,172.566 28,686,654 
8,821,391 489.113 1,741,655 
6,725,029 1.707.012 15,629,907 
9,613,641 5,270,987 27,802,242 
544,259 ; 99,776 
27,648.265 15,880,307 49,485,609 
176,731 114.276 817,829 
2,100,854 1,998,334 5,176,789 
9,659,395 15,297 
122,832 1,214,204 
169,529,435 30,299,523 + ~—«-80, 287,713 
413,491 4.803,462 
5,249,089 57,211 9,794,771 
801,666,051  332,977.293  662.231.995 
234,973,756 99.229.694 207,486,066 


566,692,295 233,747,599 454,745,929 


WOLFRAM ORE TRADE 


For the first time this year our total 
imports of wolfram ore in July. were 
bigger than exports; in previous months 
imports have been always smaller than 
exports due to smuggling from South 
China to the Colony, Our imports in 
July were almost 100 times the quan- 
tity brought in during June. Instead 
of depending on the supply from South 
China, our entire imports of wolfram 
ore in July came from South Korea via 
Macac, 


During July and the first half of 
August Chinese merchants brought a 
total of 400 tons (6,720 picu's) of wol- 
fran. ore from Korea to Macao. Apart 
from the 1,463 piculs brought here 
from Macao in July, much of the 
Korean produce stocked in Macao has 
since been brought here in August. 

Chinese smugglers brought some 
1,000 piculs into Hongkong from South 
China in July, but this figure has not 
been recorded in our’ trade returns. 
The National Resources Commission, 
Chinese Government monopoly con- 


trolling wolfram, brought nothing to 
the Colony in July. 

The average jmport price in July 
was $344 per picul, while export quota- 
tions averaged at $385. 


Exports in July increased by 25 per- 
cent over June. The United Kingdom 
absorbed 616 piculs at an average price 
of $385 per picul, and Sweden 420 
picu's at an average price of $400 per 
picu), 

To prevent smuggling between here 
and South China, Mr, C. H. Wu, De- 
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puty Director of the Metal Mining Ad- 
ministration of the National Resources 
Commission, left Nanking for Canton 
to inspect wolfram ore producing cen- 
tres in Kwangtung and to probe into 
the illegal activities of the staff mem. 
bers of his Commission’s purchasing 
offices in these producing areas. 


Antimony Ore 


There were no ex i 
: xports in Jul 
imports amounted to 110 piculs, vane 


$24,000 shipped he 
via Maken re from Kwangtung 


Antimony Crude and Regulus 

There was _ still considerable smug- 
gling of antimony crude and regulus 
from Kwangtung to Hongkong during 
July; recorded imports were only four 
piculs, valued $811, from China via. 
Macao. Exports totalled 179 piculs, 
valued at $37.800 (exports in June 
were 16,871 piculs). 


meeree ty 

mports of mercury two piculs, 
valued $1,310, exports 13 piculs, valued 
$2,400 in July. Imports came from 
Malaya and exports went to China. 


Tin Slabs & Ingots (China) 

Imports of Chinese tin slabs and in- 
gots 2.163 piculs, valued $712.653, in 
July. while exvorts were 1,210 piculs 
for $541,060. The average import price 
in July was $330 per picul and the ex- 
port price averaged $447. 

Distribution cf exports 48.6%. or 
588 piculs at $264,852, to USA; 34.764 
or 420 piculs at $180,516, to United 
Kingdom; 14%, or 168 piculs at $75,852, 
to Indochina and 2.7%, or 34  piculs 
at $19,840, to Syria. 

American and Indochinese buyers 
paid an average price of $450 per 
picul, UK purchasers paid $430, Syria 
$588 per picul on the average. 


Tin Slabs & (other 
China) 
504 piculs, valued $220,000, imported 


Ingots chan 


in July came from Indochina. There 
were no exports. 
Tinplates 

Imports 15,876 piculs, valued 
$905,142; from the United Kingdom 


8.589 piculs, $467,099; from Malaya 
429 piculs, $28.000; and from USA 6.858 
piculs, $410.043. The average import 
price was $58 per picul. 


Ju'y ¢xports 2.754 piculs, $274,070: 
2,499 piculs, $251,290, to China; 75 
piculs, $5,500, to Macao; and 180 


piculs, $17,280, to the Philippines. Ex- 
port price in July averaged $100 per 
picul. 


HCNGKONG’S IMPORTS AND EXPORTS OF MINERALS AND ORES 
DURING JULY 


Tapoits Exports 
Piculs Value Piculs Value 

WOMAN ONC a eet ced: anced bem AERray. cpap igs operas 1.463 $503,584 1,056 $398,935 
APSIMODY, OCs) .sGa< «eile corsets 100 24,000 —— ; 
Actimony crude & regulus .......... 4 811 179 37,800 
Tin slabs & ingots (other than China) 50% 220,000 a —— = 
Tin slabs & ingots (China) .......... 2,163 712,653. 1,210 541,960 
Mec Oe opin bbe ndowds como mn oc 15,876 905,142 2,754 274,070 
SUGTEULYag mena te racic women Corns Ama hae 2 1,130 13 2,400 

TT OCA EPc chs camer cn Pier ete on dghrra Manns ZU 122 $2.367.320 5,192 $1,254,265 
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PROSPECTS OF 
HONGKONG 


The trade slump of China has 
naturally caused local business men 
to explore trading opportunities 
with other countries in the Far Hast. 
As there is considerable competition 
in and a very well developed pattern 
of trade with Hongkong's immediate 
neighbours such as Indochina, Siam. 
Malaya, the Philippines, the N.E7., 
the southern, American army con- 
trolled part of Korea is as it were 


virgin land and accordingly has been- 


figuring prominently in the calevla- 
tions of local businessmen. However. 
many of these enterprising mer- 
chants found themselves unable to 
start trading with Korea on account 
of the Trading with the Enemy legis- 
lation which was only rescinded here 
with effect from August 8 (cf. our 
issues of Aug. 20. p. 300: and as to 
the general position see our issue of 
July 23, p. 220). Prior to this date 
Hongkong merchants were not al- 
lowed to engage in private ousiness 
with any former enemy territory but 
gcvt-to-govt trading was of course 
possible, and in the case of Japan 
there was very active exchange ol 
goods carried on. 


Many local merchants, in the un- 
cerstandable urge to get into the 
Korea business while it was still 


young, and being prevented from 
doing so by the Trading with the 
Enemy Orders, ‘circumvented the 


jiegal barriers by shipping their ex- 
ports to Korea from Hongkong to 
Portuguese Macao and from there 
to Southern Korea: they also re- 
ceived their Korean produce via the 
same route. 


It was of course quite correct from 
the point of view of a Macao tracer 
to engage in commercial transac- 
ticns (barter trade) with Korea since 
Portugal remained neutral during 
the war and consequently there 
never came into force legislations as 
in Britain, the U.S., China and the 
other allied countries. However, the 
residents of Hongkong who traded 
with Southern Korea on a barter 
basis, utilising the opportunity 
which Macao offered, were not con- 
forming to the regulations of the 
law which prohibited private trading 
with -the enemy or ex-enemy ter- 
ritories. 


There are quite a few local mer- 
chants who do not understand the 
incorrectness of this barter trading 
with Korea during the last 5 to 6 
months: one correspondent argues 
in a letter to this paper that “there 
was nothing in international or 
private law which prohibited trading 
between Macao and South Korea,” 
being oblivious to the fact that all 
gcods exported to Korea originated in 
China or Hongkong and all Korean 
produce and commodities imported 
from S. Korea were eventually ship- 
ped to China, Hongkong and other 
allied countries. Furthermore, most 
traders who participated in private 
business with, S. Korea, except for 
the few Portuguese and residents of 


TRADE BETWEEN 
AND KOREA 


Macao, were either Hongkong re- 
sidents or citizens of the Republic of 
China. These merchants have con- 
sciously evaded the Trading with the 
Enemy regulations and have not 
loyally observed the law as applied 
in the countries where they reside. 
If not for the existence of neutral 
Macao no private trading with S. 
Korea could have been effected. 


However, since August 8 private 
trading with Korea has been legal- 
ised as was pointed out in our issue 
of Aue? 13, pm2tsvand 2749) Phesre- 
sumption of free trading actually 
came into force as from July 15, and 
American business men have already 
arrived in Seoul where initial con- 
tacts have been made. Hongkong 
Govt will now, anxious as it always 
has been with regard to the active 
promotion of business of Hongkong, 
increase—as much as it is possible 
under present conditions of restrict- 
ed travel and accommodation facili- 
ties—trading with S. Korea both on 
a govt-to-govt and private basis. 


Officials of HK Govt are scheduled 
to negotiate in Seoul for improved 
trading facilities and as general con- 
ditions return slowly to normal the 
commerce with Korea. southern and 
it.is sincerely hoped also northern, 
will certainly develop to the satisfac- 
tion of all concerned. Naturally, 
Hongkong as the Far East’s leading 
entrepot is greatly interested in the 
promotion of trade with Korea. 


FROGRESS CF BUSINESS 


Four ships fully loaded with raw 
cotton, ruober, newsprint, western 
niedicines, dyeing and tanning mate- 
rials as well as essential daily com- 
modities sailed for South. Korea 
from Macao last week. Desnite 
the fact that ships can sail 
direct from here to Korea since 
August 8, there has been as yet no 
vessel departing for that countrv 
direct from here and shippers still 
prefer to make the detour through 
Macao to avoid local export licensing 
formalities. 


_The vessels which left Macao for 
Korea_ last week were s/s Macao, 
Ibis, Empire Labrador and Empire 
Delrick, the last named being char- 
tered exclusively by a Korean, Mr 
Lin Cheng-yih, Chairman of the 
Korea Merchants’ Association jn 
Shanghai. Mr. Lin came to the 
Colony recently trom Shanghai to 
promote private trading between 
here and Korea, since it appeared to 
him that there is no immediate hupe 
for resuming trade between China 
and Korea. The Chinese Govern- 
ment are reluctant to permit private 
trading between the two countries 
before the formal signing of tho 
Japanese peace treaty. 


Substantial quantities of Koresn 
produce like wolfram ore, silk waste, 
ginseng, mica-products, molybdenite 
and graphite were brought to Hong- 
kong via Macao from S. Korea in the 
last week. 


August 27 


Chinese mercltants here are very 
keen to take part in the trade with 
Korea and many traders approach 
officials of the now visiting Korean 
Trade Mission every day to ascertain 
possibilities and the required prec- 
cedures. 


It is unlikely that the average 
Chinese merchants of Hongkong will 
be substanti:ully helped by the visit- 
ing Korean officials and will be able 
tou negotiate trade with that country 
profitably. At least for the time hbe- 
ing the only profitable method of 
trading with S. korea is for finan- 
cially strong merchants to charter 
ships exclusively for their own trade. 


Several large trading firms were 
established in Hongkong by ‘Korean 
merchants who will undoubtedly be 
in a better position than Chinese 
merchants to engage in private trade 
between here and their own country. 


A leading British company has 
made jnitial inquiries regarding the 
possibilities of resumption of private 
trading with Korean firms with a 
view to establishing a branch office 
at an early date in S. Korea. The com- 
pany would also engage in shipping 
between here and Korean ports. 


CONDITIONS IN SOUTHERN 


KOREA 


The Officer Commanding U. S. 
Army Forces in Southern Korea, Lt.- 
Gen. J. R. Hodge has recently con- 
tributed to the National Geographic 
Magazine a long review of.conditions 
in Korea under his control. Parts of 
this article are reproduced below:— 


A hundred years before Columbus 
discovered America, the Koreans led 
the world in printing. They were 
the first people to use movable 
metal type. 


Long before that, they had learned 
writing from the Chinese, and later 
in their development they vastly im- 
proved upon the Chinese system by 
devising a simple alphabet and in- 
troducing to the Far East its first 
simplified alphabetical script. 


But despite this centuries-old 
literary background, the Koreans 
ran into difficulty when they came 
to translate the portion of the Cairo 
agreement of December, 1943, which 
related to their country. 


Rcosevelt, Churchill, and Chiang 
Kai-shek, who at that historic con- 
ference took up the _ liberation of 
peoples enslaved by Japan, agreed 
that “in due course’ Korea was to 
be free and independent. 


Even in our language, “in due 
course” is indefinite. In the Korean 
language the phrase is extremely dif- 
ficult to translate. It may mean “in 
a few decades.” 


Therein lies a stumbling block, for 
the Koreans translated the phrase in 
favourable ways. Most of them 
translated it as “in a few days.” 


1947 

Upon one thing Koreans are 
thoroughly agreed. They ali’ want 
their independence. More than 


forty years of Japanese domination, 
misrule, and oppression have only 
served to increase their desire for 
liberty. Every Korean from. early 
childhood has been taught to live for 
independence. They hope that the 
time is not too far off when they can 
have a free independent, and united 
country. 


U.S. Army in Korea 


I arrived in Korea in command of 
the XXIV U. S. Army Corps in Sepf- 
tember, 1945, less than a month 
after V-J Day. My immediate task 
was to take the Japanese surrender 
ot forces in South Korea, disarm the 

-Japs, and establish orderly govern- 
ment of Korea below the 38th paral- 
lel which included the national 
capital, Seoul (Keijo). 


Territory above the 38th parallel 
was administered by a Soviet Army 
of Occupation. 


The 38th parallel is not a natural 
boundary. It cuts across more than 
85 rivers and streams. It lies almost 
exactly between the Yalu River in 
the north and the Korea Strait in 
the south. 


In the Russian zone are located 
most of Korea’s coal mines and 
heavy industry—steel and _ iron, 
aluminum and magnesium, chemicals 
and synthetic fertilizer. Most of the 
ecuntry’s hydroelectric power is de- 
veloped there. 


In the predominantly agricultural 
American zone is grown most of the 
rice and other foods of the Nation. 
Some coal mines. paper mills, tex- 
tile factories, and related industries 
also are located in this southern 
section. 


Today this divided administration 
of Korea continues, creating a situa- 
tion intolerable to the Koreans, both: 
politically and economically. 


Ecenomic Rehabilitation 


Under American administration, 
several Jow-cost housing projects 
have been built, giving employment 
to many thousands of Koreans in 
addition to housing the homeless. 
The first of these developments 
arose on a former Jap airfield near 
Seoul. Refugee farmers were estab- 
lished in these homes and provided 
with little tracts of farmland. Other 
projects have since been completed. 


Part of a _ 200,000,000-yen public 
works unemployment relief program 
is the building of a 320-mile all- 
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weather highway between Seoul and 
the southeast seaport town of Pu- 
san (Fusan). Some of the road is 
hard-surfaced, but mostly it is a 21- 
foot-wide first-class gravel road with 
many wooden and concrete bridges. 
All the materials, except cement and 
steel, are produced in Korea, 


During the last four months of 
1940, foreign trade, principally with 
China, showed average monthly im- 
ports of 30 million yen and exports 
of 10 million yen. As _ production 
improves under our rehabilitation 
program, more Korean’ goods and 
commodities will be moving to world 
markets. 


In January, 1946, three paper mills 
out of 14 were operating. By theend 
of 1946, all were approaching capa- 
city production. 


In textiles, nearly 4,000,000 yards 
of cotton cloth were produced in the 
last quarter of 1946 in the nationally 
operated plants. 


Although mines had to be retim- 
bered to off-set indiscriminate min- 
ing practices of the Japanese, 
monthly coal production in southern 
Korea stepped up from 5,000 metric 
tons in January, 1946, to 25,000 in 
December, 1946. This is a low-grade 
anthracite, with a limited industrial 
use except when mixed w/th import- 
ea or domestic bituminous. Korea 
has no high-grade coking coal. 


Education 


The Japanese rulers in Korea were 
interested primarily in educating 
Japanese children, but today, with 
the Jap children missing, the total 
number of pupils attending school is 
50 percent greater than before 
liberation. This percentage will rise 
even higher as more schools, more 
textbooks, and more teachers be- 
come available, for the Koreans have 
an unquenchable thirst for educa- 
tion and a profound respect for 
educated men. 


In this connection, it is interesting 
to note that, although the enemy 
allowed only Japanese to be taught 
in schools and used in business, all 
Koreans speak the same Korean 
tongue and all literate Koreans read 
and write Korean as well as Japanese. 
This is another of many evidences 
that they never gave in to the pro- 
longed effort to Japanize them. 


Legislature 


Today Korea’s judiciary system is 
opereéed entirely by the Koreans, 
with the Americans standing by 
merely as advisers. The system is 
working efficiently. All laws inimi- 
cal to democratic processes have 
been changed to meet Korean needs 
and wishes. 


Legislature is half elective and 
half appointive, but is working on a 
law for universal suffrage. We are 
looking forward to the time when 
the legislative body will be 100 per- 
cent elected or approved by an all- 
elected Legislature. The sole motive 
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H.K. MOTOR VEHICLES 


On August 1 there were 5,944 motor 
vehicles registered in the Colony, pri- 
vate cars claiming the highest aggre- 
gate with 3,117, an increase of 256 
compared with July 1. Public com- 
mercial lorries registered in July 
totalled 1.213 as against 1.193 in June. 
Motor-cycles registered reached the 
figure of 318 showing an addition of 
34 during July. 


drivers 
learner’s 


There were 12,744 motor 
licensed and 4,653 holding 
licences, 


Figures for other motor vehicles re- 
gistered on August 1 with the July 1 
figures in parenthesis were: Taxicabs 
274 (252); public hire cars 251 (239); 
motor buses 116(116); private com- 
mercia] lorries 394(382); Government 
lorries 222(151) Police Department 
lorries 39(39). 


Following are Hongkong’s imports 
and exports of motor cars, motor car 
chassis, motor lorries. lorry chassis and 


motor cycles during the month of 
July: — 
Imports 
Moton cars: Beane aaa 212 $1,219,969 
Motor car chassis ...... 22 176,050 
Moter-lorries 7575 5..5. 16 82,780 
Lorry chassisyw 4 26,800 
Motor cycles 14 19,960 
Totaly Bates. ae 268 $1,525,559 
Exports 
Motor pcats 05-2 118 $978.598 
Motor car chassis .... 1 20,560 
Motor Jorries) =) ..4e. 12 87,980 
MCtor cycles suas ee 17 34,100 
Total - 148 $1,122,238 
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in having it half appointive now is 
to make sure that it has a broad 
base and is fully representative of 
all classes and shares of ovinion. 
The old Korean headman system of 
indirect elections. going through 
three stages to elect the final re- 
presentatives, does not meet demo- 
cratic requirements. 


Koreans are rugged individualists; 


they like to think and speak for 
shemselves. Consequently, there is 
more than vsuval divergence of 


opinions and views among them. [ft 
must be remembered also that, since 
we arrived in Korea. they are hav- 
ing their first modern chance to 
exercise the democratic freedoms. 
The objectionable features of the 
38th parallel and divided rule in 
their Nation add to the confusion of 
thought. 


POAT 
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